


fAJOR DEFENSE MATTERS 


HEARINGS 


: PREPAREDNESS INVESTIGATING 
a SUBCOMMITTEE OF THE 
- COMMITTEE ON ARMED SERVICES 
| UNITED STATES SENATE 


EIGHTY-SIXTH CONGRESS 
FIRST SESSION 
ON 


OR DEFENSE MATTERS AND THE ROLE OF BUDGET BUREAU IN 
FORMULATION AND EXECUTION OF DEFENSE BUDGET 


MAY 20 AND JUNE 17, 1959 


PART 2 


Printed for the use of the Committee on Armed Services 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1959 








COMMITTEE ON ARMED SERVICES 
RICHARD B. RUSSELL, Georgia, Chairman 


HARRY FLOOD BYRD, Virginia LEVERETT SALTONSTALL, Massachusett; 
LYNDON B, JOHNSON, Texas STYLES BRIDGES, New Hampshire 

JOHN STENNIS, Mississippi MARGARET CHASE SMITH, Maine 
STUART SYMINGTON, Missouri FRANCIS CASE, South Dakota 

HENRY M. JACKSON, Washington PRESCOTT BUSH, Connecticut 

SAM J. ERVIN, Jzr., North Carolina J. GLENN BEALL, Maryland 


STROM THURMOND, South Carolina 
CLAIR ENGLE, California 

E. L. BARTLETT, Alaska 

HOWARD W. CANNON, Nevada 


Henry L. WINGATE, Jr., Chief Clerk 





SENATE PREPAREDNESS INVESTIGATING SUBCOMMITTEE 
COMMITTEE MEMBERS 
LYNDON B. JOHNSON, Texas, Chairman 


JOHN STENNIS, Mississippi STYLES BRIDGES, New Hampshire 
STUART SYMINGTON, Missouri LEVERETT SALTONSTALL, Massachusetts 
E. L. BARTLETT, Alaska MARGARET CHASE SMITH, Maine 


StaFr¥ MEMBERS 
KENNETH E. BELIEv, Staff Director 





COUNSELS 
EpwIin L. WEIsL, Special Counsel 
Cyrus R. VANCE, Associate Counsel 
Epwin L. WEIsL, Jr., Associate Counsel 


MA 


Y THE 
DEPOSITED B 
NITED STATES OF AMERICA 


MAJOR DEFENSE MATTERS AND THE ROLE OF BUDGET 
BUREAU IN FORMULATION AND EXECUTION OF DE- 
FENSE BUDGET 


WEDNESDAY, MAY 20, 1959 


U.S. Senate, 
PREPAREDNESS INVESTIGATING SUBCOMMITTEE 
OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D.C. 

The subcommittee (composed of Senators Johnson of Texas, chair- 
man, Stennis, Symington, Bartlett, Bridges, Saltonstall, and Mrs. 
Smith) met, pursuant to recess at 10:35 a.m., in room 224, Senate 
Office Building, Senator Lyndon B. Johnson presiding. 

Present: Senators Johnson, Stennis, Symington, Bartlett, Salton- 
stall, and Smith. 

Also present and participating: Members of the Committee on 
Armed Services: Senators Thurmond, Cannon, and Bush. 

Staff members, Preparedness Investigating Subcommittee : Kenneth 
E. BeLieu, staff director; Edwin L. Weisl, special counsel; Cyrus R. 
Vanee, associate counsel, and Stuart French, associate counsel. 

Staff members, Committee on Aeronautical and Space Sciences: 
Max Lehrer, assistant staff director, and E. H. Smith, Jr., counsel. 

George Reedy, assistant to Senator Johnson; Ed Welsh, assistant 
to Senator Symington, and David B. H. Martin, assistant to Senator 
Saltonstall. 

Senator Jonson. The committee will come to order, please. 

Today the Preparedness Investigating Subcommittee of the Senate 
Committee on Armed Services resumes its hearings on the state of the 
Nation’s preparedness. During this session of the 86th Congress the 
subcommittee has received testimony from the Secretary of Defense, 
from each of the members of the Joint Chiefs of Staff, and from cer- 
tain key military and civilian officials involved in our Nation’s space 
and missile programs, 

The picture that has emerged from this testimony has been far from 
comforting. While our military leaders have stated that we have 
adequate force to deal with any military crisis that might erupt from 
the Berlin situation in the next several months, there is evident con- 
fusion as to the adequacy of our programs for the months and years 
ahead and conflicting views as to whether we are doing the things 
that should be done today to assure our security tomorrow, 


SENATOR JOHNSON SPECIFIES OMISSIONS IN DISCLOSURE TO CONGRESS 


The Congress and the American people have the will and deter- 
mination to do whatever is necessary for the national interest—but 
we cannot act intelligently without the facts. That all the facts con- 
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cerning the proposed 1960 defense budget have not yet been made 
available is aelues from the contradictions that have emerged to date. 

For example, it has been stated that the Joint Chiefs of Staff con- 
sidered the overall military program to be adequate for our national 
security—yet each Chief expressed serious reservations concerning 
the programs for his military service. 

Furthermore, the Joint Chiefs as a group were given only 2 days 
to consider the total program and never considered such important 
aspects as the size of the Army, whether to include an aircraft car- 
rier or—most fundamental of all—what deterrent forces are needed. 

It has been stated that the 1960 program provides for a strategic 
U.S. delivery force adequate to deter any enemy attack—yet this pro- 
gram concedes the Russians at least a 3-to-1 preponderance in ICBM’s 
in the next few years. 

Furthermore, General Power, the commanding general of the Stra- 
tegic Air Command, has stated publicly that “our deterrent posture is 
deteriorating” and that the missile and bomber force now programed 
is not adequate and is not coming fast enough. 

It has been stated that “defense needs were taken care of in the 
budget before anything else”—yet the tenuous margin by which it 
is claimed the 1960 Federal budget is balanced depended upon first 
reducing 1960 defense expenditures by more than $800 million below 
the minimum ceiling figures initially prescribed for the 1960 budget. 

It has been stated that in developing the 1960 military program, 
“where a program is considered to have unquestioned essentiality, 
the rate of development has been maintained and where advisable 
technologically, has been advanced”—yet $700 million of additional 
funds provided by the Congress for the Polaris, Minuteman, Hound 
Dog, and other important programs for fiscal year 1959 are being 
withheld. | 

It has been stated that “we cannot buy much deterrence with yes- 
terday’s weapons. Thus we are faced with the necessity of continu- 
ally reequipping our Armed Forces to keep up with advancing tech- 
nology”—yet General Taylor’s principal reservation concerning the 
1960 budget was that it did not provide adequately for moderniza- 
tion of the Army. 

Furthermore, the Army has testified that $210 million of procure- 
ment funds requested by the administration in the 1959 budget, and 
provided by the Congress, was subsequently deleted in order to hold 
1960 Army expenditures within prescribed levels. 

The President’s budget message makes a particular point of the 
supposed fact that Department of Defense expenditures in 1960 will 
be $145 million more than in 1959, “continuing the upward trend 
which began in 1956.” 

Yet the Congress was told only last week in a most offhand way 
“as a matter of interest, expenditures for the current fiscal year are 
now estimated at $41,030 million__$230 million more than the amount 
shown in the budget document.” 
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DECISIONS NOT MADE ON BASIS OF UNIFIED PLANNING 


Thus, 1960 defense expenditures are now estimated to be $85 mil- 
lion less than in 1959 unless 1960 expenditures are also understated. 

Two of the members of the Joint Chiefs of Staff agree that too 
much money is being spent during fiscal year 1959 for defense a 
manned bombers, yet the Department of Defense had no specific fig- 
ures as to how much was being devoted to continental air defense in 
the 1960 budget. Furthermore, despite all the glowing statements 
and promises concerning unification in the Department of Defense, 
the testimony before this and other committees clearly shows that the 
1960 budget was never considered, nor were decisions made, on a 
functional basis for the Department of Defense as a whole but rather 
decisions were made on a service-by-service basis in relation to indi- 
vidual expenditure targets. 

These are but a few of the aspects of our defense program that 
cause concern for the future. A key question is whether our mili- 
tary posture is being weakened because of nonmilitary considerations. 

For this reason, the committee is pleased to have the opportunity 
to obtain the views of Mr. Maurice H. Stans, Director of the Bureau 
of the Budget, and Mr. William F. Schaub, Chief of the Military 
Division of the Bureau. , 

It will be our purpose today to explore in constructive fashion the 
exact role of the Bureau of the Budget in the formulation and execu- 
tion of the budget and military programs of the Department of 
Defense. 

Since the Bureau of the Budget was deeply involved in drafting 
the legislative proposals leading to the recent reorganization of the 
Department of Defense, we shall also be interested in the Budget 
Director’s views in this area. 

Mr. Stans, on behalf of the committee, I welcome you to the com- 
mittee this morning. Your frank and candid testimony today can be 
of immeasurable assistance to both the executive and legislative 
branches, since all concerned stand to gain when doubts are dispelled 
and facts replace fancies. 

I am sure that we are all united in a common purpose, that of 
securing our way of life. 

We should be equally united in spotlighting and overcoming any 
deficiencies in our existing organizations, policies, or practices that 
might jeopardize our security. 

This hearing is being held in executive session, so that there will be 
no hindrance to full and frank discussion. As has been the case with 
the Department of Defense witnesses, the transcript will be made 
available to you for correction and for deletion of all classified mate- 
rial. The declassified transcript will then be made publicly available 
as quickly as possible, since the matters we will discuss today will be of 
material concern to the American people. 

In accordance with committee custom, we will ask you to stand 
and take the oath. If you expect any of the other members of your 
staff who have accompanied you today to testify, we will administer 
the oath to them as well at this time, if they care to stand. 
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Mr. Stans. I would like Mr. Schaub, who is the Chief of our Mijj- 
tary Division in the Bureau of the Budget, and Mr. Finan, who ig 
Assistant Director for Management and Organization, to take the 
oath as well. 

Senator Jounson. Will you gentlemen raise your right hands? Do 
you solemnly swear that the testimony you are about to give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Stans. I do. 

Mr. Scuavs. I do. 

Mr. Finan. I do. 

Senator Jounson. We shall follow the standard practice and haye 
counsel begin the examination and continue for 30 minutes. 

Each member of the committee in order of seniority will have 5 
minutes for questioning and we will repeat the procedure as many 
times as necessary to develop the facts. I should like to point out that 
Mr. Stans has a longstanding commitment for tomorrow and we hope 
to conclude with his testimony today, otherwise we will have to adjust 
the committee schedule. 

Mr. Weisl, will you proceed with the questioning ? 

(The biographies of the witnesses follow :) 


BIOGRAPHY OF Maurice H. Stans, Director, BUREAU OF THE BUDGET 


Maurice H. Stans took office as Director of the Bureau of the Budget on March 
18, 1958. Prior to his appointment to this post by the President, he had been 
Deputy Director for 6 months. 

Before coming to the Bureau of the Budget in September 1957, Mr. Stans had 
been Deputy Postmaster General for 2 years. During his service in the Post 
Office Department he took a major part in planning and directing the reorganiza- 
tion of the postal service and the modernization of the Department’s maangement 
structure and operating practices. 

His first experience in the Federal Government was in 1953, when he served 
on a task force which assisted the House Appropriations Committee in reviewing 
the Federal budget for the fiscal year 1954. Subsequently, he was engaged for 
more than a year in a special study of postal fiscal systems and accounting 
practices for the Postmaster General. 

He was formerly executive partner in the national accounting firm of Alex- 
ander Grant & Co. He holds the degree of certified public accountant from eight 
States. 

For outstanding professional achievements he received the American Account- 
ing Association Annual Award in 1952 and the American Institute of Certified 
Public Accountants Annual Award in 1954. He is a past president of the Ameri- 
ean Institute of Certified Public Accountants and a member of the National Asso- 
ciation of Cost Accountants, the American Accounting Association, and the 
Federal Government Accountants. Association. 

He holds an honorary doctor of laws degree conferred in 1953 by Illinois Wes- 
leyan University. He received his college education at Northwestern and Colum- 
bia Universities. 

He was born in Shakopee, Minn., on March 2, 1908. He married Miss Kath- 
leen Carmody on September 7, 1933. They have two sons, Steven and Theodore, 
and two daughters, Terrell and Maureen. 


BroGRAPHY OF WILLIAM F. ScHaus, Curer, MILITARY DIVISION, BUREAU OF THE 
BupDGET 


William F. Schaub was born in Sandusky, Ohio, May 5, 1899. He received his 
bachelor of arts degree in 1921 from the Wharton School of Commerce, Univer- 
sity of Pennsylvania. He was assistant division superintendent and manager of 
bus lines in Florida and Connecticut from 1925 to 1929; insurance and real estate 
broker in Sandusky, Ohio, from 1930 to 1934; county auditor, Federal Emergency 
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Relief Administration in Ohio from 1934 to 1935; State finance examiner, district 
superintendent of finance, Assistant Director and Director of Procedures, respec- 
tively, of the Work Projects Administration in Ohio and Washington, D.C., from 
1936 to 1941. In 1941 he joined the staff of the Bureau of the Budget, Estimates 
pivision, working with the Emergency Organization Section handling such agen- 
des as the War Production Board, Office of Price Administration, Smaller War 
Plants Corporation and other wartime agencies. In 1945 he became chief of the 
section handling the Navy Department, Maritime Commission, and War Shipping 
Administration. In 1948 he became chief of the branch handling the Department 
of Defense, National Security Council, National Advisory Committee for Aero- 
pautics, and American Battle Monuments Commission. In 1949 he was appointed 
Deputy Assistant Director for Estimates, having responsibility for military and 
foreign aid programs. When the Bureau of the Budget reorganized in 1952 he 
was appointed Chief of the Military Division, having responsibility for budgets 
and programs of the Department of Defense, Atomic Energy Commission, Na- 
tional Advisory Commitee for Aeronautics (currently National Aeronautics and 
Space Administration), and American Battle Monuments Commission. 


BIOGRAPHY OF WILLIAM F’.. FINAN, ASSISTANT DIRECTOR, MANAGEMENT AND ORGAN- 
IZATION, BUREAU OF THE BUDGET 


Mr. Finan was born in Memphis, Tenn., on February 11, 1913. He attended 
Arkansas Law School in 1935-36. 

Mr. Finan has held progressively responsible State positions in Arkansas, in- 
duding secretary, Department of Public Utilities and acting State personnel 
director, 1933-39; administrative consultant, Public Administration Service, 
1989-40 and 1941-42; organization and procedures assignments with Bureau of 
the Budget, 1940-41 and 1942-43; U.S. Army, 1943-45; Department of State, 
1945-46 ; progressively responsible positions in Bureau of the Budget, 1946-50. 
He has been an Assistant Director of the Bureau of the Budget since 1950. 

He is a member of the American Society for Public Administration and the 
International Institute of Administrative Sciences. 


TESTIMONY OF MAURICE H. STANS, DIRECTOR, BUREAU OF THE 
BUDGET; ACCOMPANIED BY WILLIAM F. SCHAUB, CHIEF, MILI- 
TARY DIVISION, BUREAU OF THE BUDGET; AND WILLIAM F. 
FINAN, ASSISTANT DIRECTOR, MANAGEMENT AND ORGANIZA- 
TION, BUREAU OF THE BUDGET 


Mr. Stans. Mr. Chairman, before we proceed with the questioning, 
may I say just one thing? I have no opening statement of any kind 
but I would like to say that I welcome this hearing as an opportunity 
to discuss the role of the Bureau of the Budget in connection with 
the preparation of the budget of the Department of Defense, and the 
rest of the Government for that matter. 

I think it is easy in the course of time for there to be misconceptions 
and misunderstandings about what the Bureau of the Budget does and 
a hearing of this type can clear the air about a great many things. 

So I think it will show our role as staff for the President in the 
light in which we would like the Congress to understand it. 

Senator Jounson. Thank you. Proceed, Mr. Counsel. 

Mr. West. Mr. Stans, will you please tell the committee briefly 
what your duties are in formulating a budget for the Defense De- 
partment ? 

Mr. Srans. Our duties with respect to the entire budget as it is 
prepared each year are to act as staff for the President. We are part 
of his personal force, in effect, to ask the questions and to assist in 
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making the decisions that he would make if he had unlimited personal 
time. 

Generally speaking, with every agency the procedure involves q 
series of steps which begin as early as April or May, about 15 months 
ahead of the fiscal year for which the budget is to apply. At that 
time we begin a series of discussions with the individual agencies of 
the Government as to their expected plans for the fiscal year for which 
the budget is to be prepared. 

We ask them to submit to us tentative estimates of the level of ex- 
penditure and obligational authority that they think they will need, 

We review those and discuss them with the President as a prelimi- 
nary to the determination of a presidential policy as to the budget ob- 
jectives for the year. 

We then issue instructions to the agencies generally as to the form 
in which their submissions should be sent to us and fix a time for the 
submission, which is usually around the 15th to 30th of September, 
After we receive the submissions from the agencies we review them 
through our examining staff and then ask the agencies to come in, 
at, which time we hold hearings with respect to their budget requests, 
and ask them the questions that we think are pertinent to the evalua- 
tion of their programs and the determination that they are consistent 
with the President’s objectives. 

We then suggest to the agencies the level of allowance they ought 
to consider. If we reach agreement on the level of allowance we so re- 
port to the President. We report to him the issues that were consid- 
ered generally and resolved and request his approval of the budget 
figure for the agency. 

If the agency does not agree with us, we go to the President with 
the agency and he makes the specific decision. 


BUDGET BUREAU AND SECRETARY REVIEW SERVICE REQUESTS 


Now, that is the general procedure. In the case of the Department 
of Defense, there are a couple of exceptions which have evolved be- 
cause of the significance of the Defense budget and, of course, the 
size of the Defense budget in relation to the total. 

We do not generally hold an independent hearing in the Bureau of 
the Budget with respect to the budget of Defense. There is a time 
factor involved, and for that reason we hold a joint review of the 
service requests to the Secretary of Defense. 

The joint review is conducted by the Office of the Secretary of De- 
fense and ourselves, and that review extends over substantially a 
month’s time. In the course of that review, we ask questions, and we 
challenge items or proposals or programs. We endeavor to determine 
the relative need and priority for a program, and the practical size 
of each particular program, and make recommendations to the Secre- 
tary of Defense jointly with his own review staff. 

Now in some cases our recommendations may be entirely the same 
as his own review staff. In other cases our recommendations to him 
or our questions may point to a different result. 

The Reametney oO Dotenes then goes over in his own way and 
usually without our presence all of the questions that have been raised 
with respect to the service submissions, and makes his decision as to 
what he thinks the budget ought to be. 
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BUDGET BUREAU APPEALS SECRETARY'S DECISIONS TO PRESIDENT 


At that point we are informed of his decision, and have a further op- 

rtunity to raise on behalf of the President additional questions 
or challenges that we think are pertinent, and if we are not satisfied 
with any of the Secretary’s decisions, or if we think further thought 
should be given to them, we take the issues to the President and he 
decides them. 

Now in general terms that is the procedure that we use in review- 
ing the budgets generally and the exceptional procedure that we use 
in reviewing the budget of the Department of Defense. 

Mr. Weist. Mr. Stans, you spoke of a level of allowance that is 
fixed. How is that level of allowance arrived at ? 

Mr. Stans. I don’t recall that I spoke of a level of allowance with 
respect to the Department of Defense. That applies to the other 
agencies. 

Mr. West. I see. There is no level of allowance as to Defense? 

Mr. Stans. We do not fix a level of allowance to Defense nor do 
we take any position officially with respect to the Defense budget 
until after all of the Presidential decisions have been made, at. which 
time they submit a formal request and we clear it. 

Mr. Weist. Senator Saltonstall suggested that you fix the dates 
when you first meet and the dates of progress until the final decision 
isreached with the Defense Department. 


DISCUSSIONS OF FISCAL YEAR 1961 BUDGET HAVE COMMENCED 


Mr. Stans. Well, the initial discussions with Defense are informal 
and take place beginning about in May when I meet with the Secre- 
tary of Defense and discuss generally the procedures, the approach 
and the methods by which we are going to determine the budget 
levels for the year. 

We have already had this year a discussion with the Secretary of 
Defense with respect to the 1961 budget. Normally, the submission 
date for the material from the military services to the Secretary of 
Defense is September 30. The joint review begins immediately 
after October 1, and continues usually through the entire month of 
October, sometimes a bit longer. 

Mr. Wrst. Is that sufficient, Senator? 

Senator SarronstaLi. Excuse me for interrupting. Is the date of 
December 15, when the other agencies make their submissions, the 
samé for the Department of Defense? 

I have the date in mind because there is some question of the op- 
portunity which the Joint Chiefs of Staff have. 

Mr. Stans. Did you mean September 15 ? 

Senator Satronsra.tu. No, I think you said December 15 originally 
for the other agencies. 

Mr. Stans. September 15. 

Senator SatronsraLL. September 15? 

Mr. Srans. September 15 to 30. 

Mr. Weisz. I think that the testimony of the Joint Chiefs was that 
they received the 1960 budget on the 4th of December and that it 
was submitted for approval on the 6th of December. 
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Mr. Srans. I can answer that by saying that from the time the 
joint review begins, there may be and are usually discussions back 
and forth between my staff and me, between me and the Secretary of 
Defense or his Deputy, and sometimes between me and the President 
with respect to specific questions that have arisen. 

Sometimes it 1s possible to resolve them in the course of the review 
rather than wait until there is a final compilation. 

Now the timetable is a bit indefinite and sometimes depends upon 
the availability of people. Two years ago when the 1959 budget was 
put together, the President was away for a time overseas. As I recall 
the Secretary of Defense was also away for a time, and decision$ were 
made later. But last year, with respect to the 1960 budget, most of the 
decisions by the Secretary of Defense and by the President were made 
by the 5th of December, and the final figure for the Department of 
Defense was determined, I believe, on the 6th of December, which was 
a bit earlier than the preceding year. 

Mr. Weisu. What staff do you have, Mr. Stans, to assist you in de- 
termining these issues ? 

Mr. Srans. I havea staff consisting of, of course, a Deputy Director, 
an Assistant Director whose area of responsibility is primarily in the 
defense and international activities, plus our military division, which 
is headed by Mr. William F. Schaub who is here today. 


STAFF OF 33 FOR MILITARY BUDGET 


The Military Division consists of a staff of approximately—— 

Mr. Scuavus. We have 33 professional staff members. 

Mr. Weisz. I didn’t hear your answer. 

Mr. Scuavs. Thirty-three professional staff at the moment. 

Mr. Wrist. Thirty-three professional staff to assist you in the De- 
fense budget. 

Mr. Scuavs. Yes, sir. 

Mr. West. Do you have available to you reports from the Defense 
Department such as the Rand report, the weapons-evaluation report, 
the national-intelligence estimate, and so forth ? 

Mr. Stans. We have available to us that type of material, some upon 
request, some as a matter of course. As Director of the Bureau of the 
Budget, I attend National Security Council meetings. We receive the 
national-intelligence estimates generally. I do not ordinarily per- 
sonally see the weapons-system evaluation reports, although I have 
seen some of them. They are available, however, to my staff upon 
request, and they have seen a considerable number of them. 

Mr. West. Does your staff have any difficulty in getting those 
reports ? 

Mr. Stans. I would like Mr. Schaub to answer that. 


NO DIFFICULTY IN SECURING REQUIRED INFORMATION 


Mr. Weis. Mr. Schaub. 

Mr. Scuaus. We have to justify our need to know and go through 
proper channels to get them. There is a normal resistance to an out- 
side agency getting into Joint Chiefs of Staff planning and military 
plans, to which these reports generally refer. 
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There are a great many, however, that are not directly related to 
that. They go down to the research and development area, and there 
jsno difficulty at all. 

But generally with respect to military reports, reports relating to 
military plans and strategy and that sort of thing, we have to justify 
aneed to know, which I think is proper. 

Mr. Weist. But you have no difficulty in getting them; is that your 
testimony ? 

Mr. Scuavus. We have no difficulty in getting any information that 
we think is necessary if we go to the right people. 

Mr. Wetst. Have you any suggestions as to how your work could 
beassisted by making it easier for you to get such reports ? 

Mr. Scuavs. No. Weare geared pretty much to the system within 
the Pentagon, and if the system requires that kind of information to 
determine their problems, why we generally have it made available 
to us. 

Mr. Weist. And you have no complaints in that connection ? 

Mr. Scuavs. No, sir. If we did, we have a place to go with them. 
Mr. Wetst. Go ahead, Mr. Schaub. 

Mr. Scuavs. I would like to qualify that because I was referring 
largely to those things which are related directly to the Joint Chiefs 
and the military channels at the Secretary of Defense’s level. As far 
as I know, we do not get the Rand Reports on a routine basis, that 
is those related to military studies. 

We do not always know they exist because those go directly to the 
Air Force usually. 

Mr. Wetsu. Isn’t it necessary for you, in determining what expendi- 
tures are necessary and what expenditures should be programed and 
apportioned, to get all relevant data that the Defense Department has 
inconnection with those programs ? 

Mr. Scuavs. It is certainly desirable but not always necessary. 
Our stock in trade is information, sir. 

Mr. Wetsu. You are satisfied then with the method that is used 
in making available to you all relevant data? 

Mr. Scuavus. With the method and the availability. Our prob- 
lem is finding time to review all of the data and to know where it 
exists. 

Mr. Wrist. Have you any suggestion to make as to how your work 
might be expedited ? 

Mr. Scuavs. No, I do not. Our need to know is geared to the 
kind of answers that our superiors want, the kind of answers the 
Secretary of Defense wants, because we are related to that function 
somewhat, and if the information that is contained in these reports 
contributes to that, I think that we could arrange to secure it. 

Mr. Weist. Who judges your need to know? What I am trying 
to get at, Mr. Schaub, is this. You have the responsibility of advis- 
ing the President as to the requirements of the Defense Department 
in the expenditure of funds. Do you have to justify a request for 
material that is relevant to that issue, or do you receive such ma- 
terial as a matter of course? Doesn’t the Defense Department lay 
before you all reports and all data that they consider in determin- 
ing the size of the respective budgets ? 








214 MAJOR DEFENSE MATTERS 


Mr. Scuavs. As factual answer to that, I would say that the nor. 
mal system, the routine system, does not provide us with all of that 
kind of information. 

Mr. West. Don’t you think it should provide you with that kind 
of information in order to enable you to do your duty in advising 
the President ? 

Mr. Scuavs. I think that is a question of relative degree. We 
should be able to judge what kind of information we need to pre. 
pare the information that the President requires. Some of that we 
can do ourselves. In other instances we would request the Secretary 
of Defense or somebody in the Department of Defense to prepare 
what we need. 

Some information does not contribute to the budget problem but 
does contribute to what the President needs to know. We occasion- 
ally get concerned that that type of information should be developed, 
That comes up through a different channel, through the planning and 
security and policy channel. 


NO ROUTINE WAY TO KNOW OF EXISTENCE OF A REPORT 


Mr. Weist. How do you know that a particular report exists if 
you don’t receive it? 

Mr. Sonavus. We have no routine way to find that out. We are 
constantly over there in the building, but we have no routine way, 
Gore is no organized system to bring it out, if that is what you are 
after. 

Mr. Stans. May I say one thing more? 

Mr. Weisz. Certainly. 

Mr, Srans. At my level, at the level of my discussions with the 
Secretary of Defense, the Joint Chiefs of Staff and the services, I 
have never had any difficulty in getting any information I requested, 
including some, of course, that is highly restricted, the most. impor- 
tant relating to weapons stockpiles and things like that. 

Mr. Weis. Don’t you ask for all information on which the request 
for budgetary data is made ? 

Mr. Scuavus. That is pretty voluminous if you take that literally. 
The defense problem is so big and complex that the people who are 
reviewing this program have to have it boiled down in fairly summary 
fashion, and they have to do a selective job. You can’t waste your 
time going over a lot of bits and pieces. 

You have to emphasize the important elements in the program. 
Those are the things that we try to dredge out of the information, 
and it is that kind of information that we pass on to our superiors 
for consideration. It is quite a chore to summarize this problem so 
that topside policy people can give it the attention that they require. 

Mr. Wuist. Mr. Stans, General Taylor testified that the trouble 
with our current budget procedure is that we consider the budget 
for each military department on a vertical basis rather than approach- 
ing it on a functional basis for the Department of Defense as a whole. 

n other words, the Army budget, the Navy budget, and the Air 
Force budget are each considered separately in relation to a given 
expenditure allowance, and he says that it ought to be considered 
on an overall basis horizontally first and then determine what each 
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department needs to fit into that functional duty and requirement of 
the defense as a whole. Do you agree with that concept ? 


BUREAU MAKES ANALYSES OF NEEDS ON FUNCTIONAL BASIS, STANS SAYS 


Mr. Stans. I would like to say that if that is actually the procedure 
within the Joint Chiefs of Staff, then I think it is a point that is 
well raised. I think the most important way of getting at the needs 
of defense is by a review on a functional basis, and I would like, with 
respect to that, to say that that is the approach that the Bureau of 
the Budget takes. All of our analyses last fall, after we had seen 
the entire presentations of the services to the Joint Review, were 
based in terms of the functional areas of the defense activity. We 
attempted through that process to pull together, for example, all 
of the factors relating to strategic striking capacity and mission, to 
pull together all the factors relating to the defense of our striking 
capacity and the home area, and so on. 

y doing that we in effect make what we believe to be a cross- 
sectioning or a horizontal cutting across of the service budgets, and 
inthat way I think we are able to raise a number of pertinent questions 
as to the need for programs of an aggregate size in any one given 
activity. 

Mr. Weist. Let us take specific examples. We have had testi- 
mony before this committee that in the 1959 budget a provision was 
made for the obligation of $5.5 billion, or 14 percent of the total 
defense budget, for air defense against manned bombers. 

Did you go into that question thoroughly to see whether that was a 
reasonable expenditure, in view of the testimony that we had from all 
the Chiefs and from the Intelligence Department that Russia was 
degrading its manned-bomber capacity ? 


QUESTION OF AIR DEFENSE TROUBLED THE BUREAU 


Mr. Stans. I think we went into that extremely carefully, and 
asked a great many questions about it. 

The whole area of our air defense posture in that respect was one 
that troubled us considerably, and we did raise, as I say, literally a 
hundred or more questions with the Secretary of Defense on program- 
ing within that activity. 

r. Wrist. What type of questions did you ask in that connection ? 

Mr. Stans. With respect to specific programs, for example, we 
asked whether the production rate on the Nike-Hercules was feasible 
and practical, or whether the program itself should be questioned in 
relation to the apparently limited effectiveness of our entire air de- 
fense system. 

Mr. Wrist. May I go into that without interrupting your chain of 
thought ? 

Mr. Srans. Yes. 

Mr. Weis. Now the Nike-Hercules is the weapons system to pro- 
tect points rather than areas, and you questioned that. Now, what 
answers did you get when you questioned the feasibility of the expendi- 
ture of money for the Nike-Hercules ? 

Mr. Srans. Our questions are not presented in a way that we get 
detailed answers. 
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We get an answer in the decision of the Secretary of Defense, Jf 
we think his decision is not well-founded, we can take it to the 
President. 

Mr. Wrist. After reviewing this situation with your staff and with 
the Defense Department, did you reach any conclusion as to the recom. 
mendation that you should make and did make ? 

Mr. Stans. Well, it is pretty hard to answer that with respect to 
any one particular program because the questions regarding Nike- 
Hercules come up in relation to the program for Bomarc and Hawk 
and a number of the other programs for defense of the home base, 

Primarily that related, first of all, to the effectiveness of what we 
were doing, and, secondly, to the question of whether or not the pro- 
grams underway were going to be of significance at the time the 
would be completed, in a missile age, as distinguished from a bomber 
age. 

And in that we took into account the intelligence information ag to 
the size of the Russian attack force that could be deployed against us, 


THEY RAISED QUESTIONS AS TO EFFICACY OF WEAPONS FOR TIME PERIOD 
INVOLVED 


So, as I say, our questions, while they were directed at specific 
programs, were in relation to the aggregate of the programs in this 
area. We raised the same question, for example, with respect to 
Bomare, not only as to the capability of the missile, and the slippages 
that had taken place in the development of it, but whether or not its 
principal effectiveness would not come at a time when we no longer 
had to be concerned about a primary threat by manned vehicles. 

Now, in the case of some of these in this area, and particularly with 
apes to the aggregate capability, we took the issue to the President 
and discussed it with him, with the Secretary of Defense, and the final 
level of the budget was the outcome. 

Mr. Weist. Did you make any recommendations ? 

Mr. Srans. Tothe President? Yes. 

Mr. Weist. Can you tell the committee what they were ? 

Mr. Srans. I don’t mean to imply that we made recommendations 
in specific dollars in every case, but we recommended Presidential con- 
sideration of the program as a whole, and that took place in discussions 
in the President's office and also in the National Security Council. 

Mr. West. And after those discussions and after those recommen- 
dations were reviewed, the $5.5 billion was approved for the 1959 
budget for continental air defense against manned bombers? 

Mr. Srans. You mean the 1960 budget, I think. 

Mr. Wetst. Are you talking about—— 

Mr. Srans. I have been talking about 1960 all the way. 

Mr. West. I see. Was any specific sum approved for the 1960 
budget for continental air defense against manned bombers? 


DETERMINATIONS NOT MADE IN TERMS OF SPECIFIC DOLLARS 


Mr. Stans. Not assuch. The aggregate of all of the programs, in 
the strategic striking force and in the continental defense and in all 
of our other activities, was reviewed, and in the same presentation the 
whole general character and the principal details within each of those 
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functional areas was reviewed. But there was not a specific deter- 
mination that so many dollars should be spent for continental defense. 

Senator SatronstaLL. Mr. Chairman, may I ask did you break that 
down into presonnel, operation and maintenance, and procurement.and 
so forth, or did you set an overall figure and then leave it to the Secre- 
tary of Defense or his subordinates to break it down into categories? 

Mr. Srans. Our recommendations and our questions were really in 
two categories. One was the general area of the requirements to 
fulfill the missions in each of the functional categories. Secondly, 
there were questions and challenges with respect to the urgency, the 
priority, the need and the size of individual programs to fulfill those 
functional responsibilities. 

Mr. Weist. Did you consider the relative proportion of the budget 
that should be devoted to continental air defense against manned 
bombers, strategic striking power, and other needs? 

Mr. Stans. I would say yes, we considered it, but it wasn’t the basic 
approach by which we went at this. We did not arrive at a result in 
dollars that we thought should be used for each of these functional 
areas. 

We went at it in terms of asking questions with respect to the func- 
tional categories and the specific programs, and having asked those 
questions, and having had the determination of the Secretary of De- 
fense, we then considered in the aggregate whether we wanted to go 
tothe President any further. 

And in some cases and in some specific programs we did. 

Mr. Wetst. How did you finally arrive at the budget for each of 
these programs ? 

Mr. Stans. The budget, as you know, Mr. Weis], is set up primarily 
in terms of the services. The budget itself reflects the service pro- 
grams and the service dollars. The cross-sectional method I described 
by functional areas was entirely independent of the budget presenta- 
tion. 

Mr. Weist. Mr. Chairman, I think my time is up. 

Senator Jounson. Mr. Director, I may not be able to be present the 
whole time this morning because I have to leave before the Senate 
meets, and I hope you will excuse me if I am not. However, it is 
essential that I be at another place at the same time. I appreciate 
very much your coming here, and I think the results flowing from 
your appearance will be very good. 

I think a good deal of our time that is spent these days would not 
have to be spent in squabbles and arguing if we had more information 
on how decisions were made and why certain conclusions were reached 
and the procedures involved. 

A man’s judgment is no better than his information. Sometimes, 
for lack of information, our judgment is not too good either. Now 
one basic question which seems to come up each year is this: Are the 
Nation’s military requirements decided on the basis of true need or 
simply on a dollar limitation ? 

We hear Member after Member of Congress state that they are 
under the impression that the budget dictates this dollar straitjacket 
to the Joint Chiefs of Staff. 

The question I want to put to you directly is this. Do you set a 
ceiling limitation on them and tell them that these military require- 
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ments are going to be met up to a certain point within a certain 
dollar limitation, or do you allow them to tell you what they think 
the security requirements are in the national interest 

Mr. Bice: Menutor: I would like to answer your question by saying 
no, we do not set a ceiling. Then I would like to elaborate on it to 
some extent because I think this is a very important question in rela. 
tionship to our role. 

Senator Jounson. All right. 

Mr. Stans. The Bureau of the Budget does not make war plans, 
It does not in any way plan or propose war strategy or anything of 
that type. 

Those are matters determined by the Joint Chiefs of Staff, the Na- 
tional Security Council, and the President. We do not set a dollar 
limitation on the programs of the Department of Defense in any 
sense. j 

Senator Jounson. Who does? 


“DOLLAR TAGS BUT NO “BUDGETARY LIMITATIONS” 


Mr. Stans. But we do feel, if I may continue, that our responsibil- 
ity is to see that the money that is spent on defense is spent effectively 
and efficiently, that there is no more overlap than is necessary, that 
there are no gaps in the programs, that we get 100 cents of value for 
every dollar spent on defense. 

That is the men purpose of the review function of the Bureau of the 
Budget, to ask questions, and to challenge programs on the basis of 
the knowledge and experience of our people over the years with 
respect to the Defense budgets. 

Senator JoHnson. Does anyone set a dollar limitation to the Secre- 
tary of Defense? 

Mr. Srans. I think, Senator, I should say that there were two 
events in the last year that, while they did not involve dollar limita- 
tions in any strict sense, had dollar tags on them. But they were not 
budgetary limitations. 

1e Secretary of Defense, in his first request to the Armed Services, 
asked them to come up with figures which would produce an objective 
level of $413, billion. To the best of my knowledge that was not an 
attempt to set a ceiling. It was an attempt to determine the kind of 
program that could be developed within that figure. 

In our early discussions last May and June between the Secretary 
of Defense and myself, I urged that there was no reason for assum- 
ing at that stage that the Defense budget necessarily had to increase 
for 1960, that I thought we ought to attempt to see whether there 
was any possibility of providing an effective defense for the country 
at a lower level of expenditure, and that I was going to urge upon 
our staff and upon him to consider the possibility of whether we could 
not achieve some reductions in the level of our expenditures by select- 
ing the programs that would be most effective, and that at that stage 
it was my hope that we could develop a budget at a $40 billion level. 

I retained that hope until fairly well toward the end of the budget 
considerations. 

Senator JoHnson. Military witnesses often imply that they are 
iimited by the Bureau of the Budget’s arbitrary decisions. I realize 
we must have proper budget control, but what is the true picture? 
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Mr. Srans. I think the true picture, Senator, is exactly as I de- 
scribed it. We do not make decisions. The President makes the de- 
cisions. He makes the decisions either on specifics or on principles 
of one kind and another which we apply and observe in our considera- 
tion of the budgets. But I think it is incorrect to say that we uni- 
laterally make decisions on the budget. We are a staff arm of the 
President. We are a factfinding and recommending staff for him. 

Senator Jounson. General Taylor testified before this committee 
that $210 million of procurement funds had been requested in the 
1959 budget and the Congress provided it, and that it was subse- 
quently deleted in order that the Army expenditures would be held 
within certain prescribed levels. 

How do you explain that? 

Mr. Srans. I am not sure that I am able to, offhand. I have no 
knowledge of any action on our part in that respect, Senator, and | 
will be glad to submit a statement for the record after I have an 
opportunity to check it. 

Senator Jounson. Mr. Schaub, do you have anything you would 
like to add to that ¢ 

Mr. Scuavus. You are talking about the transfer of 1959 funds 
ie 

Senator Jonnson. I am talking about $210 million of procurement 
funds that the administration requested in the 1959 budget, the Con- 
gress provided it and you have impounded it or it has been im- 
pounded or it is not available for expenditure. 

Tam asking you why? Who made the decision ? 

Mr. Scuaus. We have apportioned all of the dollars which have 
been requested by the Department with the exception of approxi- 
mately $148 million in miscellaneous bits and pieces, for all services. 

In arriving at the 1960 budget. decisions, those funds were all con- 
sidered part of a 2-year program for Army procurement in 1959 and 
1960. The planned obligations were related to the decisions made in 
connection with the 1960 budget as to the Army program. 

If I am not mistaken, the $210 million was applied against their 
1960 obligational requirements. 

Senator Jounson. Mr. Director, will you submit a statement on 
who determined why the funds should be withheld ? 

Mr. Srans. I will. 

Senator Jounson. And the reasons for it? 


BUDGET OFFICIALS NOT INVOLVED IN WITHHOLDING OF ARMY FUNDS 


Mr. Srans. I will, Senator, but I will say before you categorically 
that if any funds have been withheld it is by decision of the Secre- 
tary of Defense or the President and not by the Bureau of the Budget 
insofar as any item of $210 million is concerned. 

Senator Jounson. Not as the result of any limits prescribed by the 
budget. It would be a decision of the Secretary of Defense? 

Mr. Srans. That is correct. 

ARMY PROCUREMENT FUNDS 

In discussions between the Secretary of the Army and the Secretary of Defense 

in November 1958 it was apparently agreed that a deferral of a portion of the 


planned fiscal year 1959 obligations in the Army’s PEMA account would be 


37855—59—pt. 2———2 


























220 MAJOR DEFENSE MATTERS 


made in order to establish program levels for 1959 and 1960 which woul 
vide for a more orderly program for the 2 years. Deferral amounts in 
of $200 to $250 million were considered and an amount of $210 million 


d pro- 
a Tange 


. was ar- 
rived at by the Army. Bureau of the Budget representatives were not involves 


in the Department of Defense’s final decision in this regard. 


Senator JoHnson. You said in a speech before the Economic Club 
of Detroit, “The President is also proposing legislation to streamline 
procedures and legal requirements for the disposal of obsolete milj- 
tary facilities and real property. Changes in military weapons and 
training requirements will greatly reduce or eliminate the needs for 
some military installations or properties while creating needs for new 
types of facilities. Better procedures would reduce administrative 
costs of managing properties and would place on the tax rolls prop- 
erties which are now exempt from local taxes.” 

Would you tell us the nature and status of the legislation that you 
referred to in that speech ? f 

Mr. Srans. Senator, there seems to be a continuing difficulty in the 
Department of Defense in disposing of property that is not needed, 

One of the principal objections by the Department of Defense re- 
lates to section 601 of Public Law 155 of the 82d Congress which re- 
quires the Secretary of a military department to come into agreement 
with the Armed Services Committees in respect to certain proposed 
real estate transactions. 


MORE FREEDOM SOUGHT IN DISPOSING OF MILITARY PROPERTY 


For one thing, we proposed this year in the 1960 military construc- 
tion authorization bill to repeal that section. But the House Armed 
Services Committee deleted the language from the bill, so it will con- 
tinue to stay in effect. We are now undertaking to consider any 
other measures of legislation or otherwise that would provide some 
more freedom for the Department of Defense in disposing of 
properties. 

One suggestion that has been made, which we are considering, is 
that we find a method whereby the proceeds of the sale of properties 
that are no longer necessary or are obsolete might be used by Defense 
to acquire other needed properties. 

Whether or not that constitutes an incentive or is in any way neces- 
sary in order to get a more effective movement of unnecessary proper- 
ties, we have not yet concluded. But we do believe that some more 
freedom to the Department of Defense in this area would be helpful. 

Senator Jonnson. What you are saying is that the legislation that 
you have proposed and that you referred to in the Detroit speech is 
to streamline procedures and legal requirements by eliminating Con- 
gress’ participation in any action leading to the closing of these 
installations? 

Mr. Stans. With respect to the disposal of them, I think the an- 
swer to that is “Yes.” 

Senator Jounson. To streamline it you just take Congress out of 
the picture? 

Mr. Stans. I wouldn’t propose to do that, Senator. 
Senator Jounson. That is what is proposed, isn’t it? 
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Mr. Stans. It would remove them from the necessity of coming into 
ment with the Armed Services Committee in advance of a dis- 
lof a property. 
Senator Jounson. Do you find that an unpleasant situation or an 
impossible one or one that is not desirable? What is wrong with it? 
Mr. Stans. Senator, it is not our problem in the Bureau of the 
Budget. It isa problem of the Defense Department. 


RECOMMEND POSTAUDIT OF TRANSACTIONS BY CONGRESS 


Senator Jounson. I am just talking about what you are saying 
here. You are proposing to streamline and the only thing you pro- 
pose is to eliminate the function of the Armed Services Committee in 
coming into agreement. And I want to know why you want to 
streamline it to that extent ? 

Why is it desirable to be modernized to that extent ? 

Mr. Srans. I think that the answer is, Senator, that the Depart- 
ment of Defense believes this is impeding to some degree the oppor- 
tunities of disposing of unneeded properties. 

Senator Jounson. It might be easier if they just disposed of the 
Congress. I am sure it would be more satisfactory to some people. 
But do you know of any instances where that procedure has resulted 
in decisions that should not have been made? 

Mr. Srans. I don’t offhand, Senator. I am not suggesting at all 
removing Congress’ interest in matters of that type. But I think 
sometimes it is possible for more effective results to be achieved if the 
Congress exerts a postaudit rather than a preaudit on transactions. 

Senator Jounson. What do you have to do with determining what 
installations will be closed and what installations will be built and 
what missile systems will be retained and what missile systems will 
be done away with and so forth ? 

Mr. Stans. Again, Senator, we make recommendations as to what 
might be done. Having in mind the size of the forces or the composi- 
tion, or having in mind the numbers of planes or weapons, we may 
suggest to the Department of Defense to consider whether or not all 
of their airports or all of their bases or all of their posts are necessary 
in a given service. 

Senator Jounson. In what way do you determine whether they are 
exercising proper management in deciding which installations should 
be closed ? 

Mr. Srans. I would say only by the subsequent events that take 
place following our discussions in connection with the budget pro- 
grams. Mr. Schaub? 

Mr. Scuavus. I think you are on a subject here, Senator, that is 
one of the most important in the problems that we face in the defense 
program looking to the future. We have got something like $29 bil- 
hon of real estate, real property according to the latest defense 
report. 

Senator JoHnson. $26 or $29 billion ? 

Mr. Scuaus. I don’t know; it is 26 or 29, in that magnitude. We 
are adding $114 billion to $2 billion a year to those assets and the cost 
of our overhead in Defense is becoming a very serious problem. We 
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cannot provide for modernization and other program adjustments 
that are required unless some attention is given to this problem of 
steadily increasing fixed charges. 


THE PROBLEM OF PROPERTY DISPOSAL IS COMPLEX 


It is a very complicated affair. Part of the solution involves easier 
disposal procedures and pert of it involves some recognition on the 
part of the Congress to help this problem along. 

Part of it relates to the Department of Defense where it is a tre- 
mendous lot. of work to prepare a piece of property for disposal or 
sale. It takes people and money to do it, and they need some—] 
don’t like the word “incentive,” but it is along that line—to help get 
this problem resolved. I think it is a very major problem. 

Senator Jounson. I have had some experience in my own locality 
where they were anxious to have them dispose of it; even when inde- 
pendent authorities in the field felt it should be —— of, you just 
could not take it absolutely away from an agency. Finally the Seere- 
tary of Defense has had to step in and do it. But it seems to me that 
that is a pretty serious problem and one that involves that much 
money ought to receive somebody's real attention. 

Are you aware of the situation that we encountered in trying to get 
the basic facts underlying the decision to transfer fixed-wing primary 
training from Camp Gary to Fort Rucker / 

Mr. Stans. I am not, sir. 

Mr. Scuavs. I have thecurrent status of that here. 

Senator Jounson. Did you participate in that decision in any 
way ? 

Mr. Scuavs. No, sir, except to press for deactivating nonessential 
or marginal installations. We do not make the decisions as to which 
one. We might make a suggestion. 

Senator Jounson. Does the Department now have authority to sell 
a great deal of property and have they made much progress in that 
field ? 

Mr. Stans. Are you speaking now of real estate or personal prop- 
erty or both ¢ 

Senator Jounson. Both. 

Mr. Srans. As I understand it, the Department has authority to 
dispose of its surplus and excess stocks of personal property and has 
a very aaa program in that respect. The latest figures I saw 
indicated something like $10 to $12 billion of excess materiel, and 
there are programs underway for the disposal of that which is surplus. 

Senator Jounson. Finally, do you know of any legislation, other 
than eliminating the requirement of coming before the Armed Serv- 
ices Committee that we proposed by the President, to streamline 
procedures for disposing of obsolete military facilities ? 

Mr. Scuavs. I don’t know of any at the moment. 

Mr. Srans. Unless we can develop some, Senator, that. would be 
helpful 

Mr. Scuaus. They have studies going on over there. 

Senator Jounson. The point I want to make is that you say that 
the President is proposing legislation to streamline procedures and 
legal requirements for disposing of obsolete military facilities and real 
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property, and I asked you to give me illustrations or instances of 
what legislation he has proposed and what the status of it is? 

As I understand it, the only example you give is this one example 
in the military construction authorization bill which would eliminate 
the necessity of coming into agreement with the Armed Services 
Committee. Are there any other examples ? 

Mr. Stans. That is the only one I know of at this time, Senator. 
If there are any others, I will insert a statement in the record to that 
effect. 

Senator Jounson. Thank you. 

Mr. Stans. Beyond that, as I say, we are considering whether there 
are other means by which we can accelerate those disposals. 

Senator JoHNson. Without objection, we will insert in the record, 
immediately following the chairman’s introductory statement, the 
biographies of each of the witnesses who have appeared here this 
morning. 

Senator Saltonstall ? 

Senator Sattronstaty. Thank you, Mr. Chairman. I have just a 
few questions. You say, as I understand your testimony, that for 
the military budget you hold hearings in October, perhaps early in 
November, and then you are ready to build up the budget at that 
time. Is that correct ? ) 

Mr. Stans. That is right, except I am troubled by the words “build 
u (?? 

iBenator SaLtonsTaLL. Well, put together. 

Mr. Stans. “Put together” is the right phrase and I think I should 
say it is done by the Department of Defense rather than by the Bu- 
reau of the Budget. 

Senator Satronsraty. How long does it take approximately? I 
have in mind the fact that one of the questions raised in these hear- 
ings is that the Chiefs of Staff didn’t get it until December 4? They 
had reached their decision on December 6. Does it take the month 
to get the budget to them ? 


CHIEFS WELL ADVISED BEFORE BUDGET DECISIONS REACHED THEM 


Mr. Srans. I am not sure of all of the activities by the Chiefs of 
Staff in connection with the budget as it goes through its various 
processes. But I am sure that the Chiefs of Staff were well informed 
as to the dimensions of the budget and the program decisions before 
December 4. 

Senator Sarronsrauu. Certainly as individuals they would be be- 
cause as individual military leaders in their departments they would 
be responsible for building up that budget. 

Mr. Stans. I don’t think there is any question about it. And I 
recall discussions with some of them before December 4 on items in 
the budget. 

Senator Santonsrau.. Now if your decision is different from that of 
the Secretary of Defense and you go to the President, do you know 
how he goes about making his decisions? Does he consult with the 
National Security Council or does he simply take the papers that 
you present and the papers that the Secretary of Defense presents or 
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— individual statements and make his decision on the basis of 
those ¢ 

Mr. Srans. I would like to answer that first by saying that the 
word “decision” in relation to our activities isn’t quite right. 

We don’t decide. We recommend or we question or we challenge. 
But we don’t make a decision which has to in effect become the basis 
of an appeal. We make a recommendation to the President and he 
has various ways of dealing with it. He may call in the Secretary of 
Defense for a joint discussion, at which I may be present, or mantis 
of my staff. 

He may refer it to his staff to get further factual information. He 
may discuss it privately with the Secretary of Defense. There are 
a number of ways he has for resolving these matters. 

Senator Satronstauu. So then his decision comes back to you and 
to the Secretary of Defense and on that basis you get together again 
to build up the budget? 

Mr. Srans. That is correct. 

Senator Satronstatu. Now in the original setting up of the budget, 
do you give the overall guidelines to the Department of Defense? I 
wasn’t quite clear on that. 

Mr. Stans. No. The Secretary of Defense in connection with the 
1960 budget provided general guidelines or objectives as he called 
them. We do not furnish any guidelines of any kind to the services. 
We do not participate in the preparation of the requests by the 
individual services. 


$40 BILLION FIGURE COMMUNICATED TO M’ELROY, NOT THE SERVICES 


When I referred to the fact that I had set in my own mind a hope 
that. we could satisfy the Defense needs with a $40 billion budget, 
that was a matter which I communicated to the Secretary of Defense 
directly and his Deputy and also discussed with the President. 

But it was not given to the individual services. 

Senator Sattronstauu. So that as far as you were concerned, there 
was no breakdown to the individual services as to how much they 
should have? 

Mr. Srans. Not at all. Not at all in the processes until we got to 
the end of the budget. 

Senator SatronstaLL. Now assume that when you get to the end of 
the budget, if your ideas change as a result of the meetings and so on, 
do you have anything to do with suggesting changes in these guide- 
lines or changes in the amounts the Departments of the Army, Navy, 
and Air Force should spend ? 

Mr. Srans. No. We don’t deal directly with the services in connec- 
tion with the budget except to secure information, and so forth. But 
st not negotiate in any way with the services as to the size of their 

udgets. 

are Sautronstauu. In other words, you deal strictly with the 
Secretary of Defense and his Department ? 

Mr. Stans. With respect to the budget decisions, almost exclusively. 

Senator SatronstaLy. Assume for example, that General Taylor 
or some other Chief of Staff feels that his service is not being ade- 
quately supplied with maintenance and operations funds. You must 
hear him on that subject, must you not ? 
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SECRETARY MAY OR MAY NOT FORWARD APPEAL OF A SERVICE 


Mr. Stans. He makes his appeal to the Secretary of Defense. 

Senator SattonsTaLL. And the Secretary of Defense discusses it 
with you? 

Mr. Stans. He may or he may not. He is not likely to discuss it 
with us unlessit is an item that we have already questioned or chal- 


oy in some way. 

nator SALTONSTALL. I see. Then would it be fair to say that your 

art in making up the budget really is subservient to the Secretary of 
fense or at least in following his recommendation? The general 

conclusion here in the Congress, Mr. Stans, is that the Bureau of the 

Budget really has the final say after discussion with the Secretary of 

Defense and so on in recommendations for expenditures. 

Mr. Srans. No, I wouldn’t say that we are subservient to the Secre- 
tary of Defense or that we have the final say. It isn’t either one. It 
is an entirely different set of circumstances. We are staff for the 
President. We help the President to determine the level of the de- 
fense budget by asking questions, by procuring information, and by 
making recommendations to the Secretary of Defense and to the 
President. 

We are not subservient to the Secretary of Defense in any sense. 
We deal with him at complete arm’s length. 

Senator SauronsTatu. You used the word “functional” basis. What 
you are really doing is making up your own mind whether the Secre- 
tary of Defense has recommended enough money for air defense or 
enough money for the Strategic Air Command and so on. Is that 
what you mean by a functional basis? 

Mr. Stans. Yes, except that it goes broader than that. Insofar 
as our strategic striking forde is concerned, the SAC is only one of the 
elements. We not only review the programs of SAC in the budget, 
but also all of the other striking forces in the three services to deter- 
mine what they constitute in the aggregate as a striking force. 

Senator Sauronsratu. Then, in that capacity, you are acting really 
as the eyes and ears of the President to see if the Bucretuey of Defense 
and his Department are doing a good job. 

Mr. Srans. I would say substantially that is our responsibility, 
whether he is doing a good job in the sense of the amount of money he 
is requesting for his operation, and whether that amount is in any way 
subject to reduction. 

Senator Sauronsraty. How do you follow through to determine if 
the money is wisely spent? Do you get reports from other agencies? 
Just how do you follow through ? 

Mr. Srans. Our followup comes in several respects. One is in 
connection with the apportionment process. But principally it is in 
connection with the seated budget. 

Senator Sauronsratu. In other words, once the budget is laid down, 
your job for the year is substantially done. 


BUREAU APPORTIONS AFTER CONGRESS APPROPRIATES 


Mr. Srans. Once the budget is laid down, it is up to the Department 
of Defense to defend it before the Congress, and our job is substan- 
tially finished until after the appropriation on that is made. Then, 
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of course, we have the responsibility inherent in the apportionment 
process. We have to apportion the money for obligation and expendi- 
ture. 

Senator Sauronstaty. My time is up, Mr. Chairman, so I will eon- 
clude with this question. How do you determine that the money ig 
spent from the proper accounts and is not exceeded? That is one of 
the problems we have here in Congress. Do you merely apportion 
it and then stop there or if you see that apportionment is exceeded do 
you demand an explanation ! 

Mr. Stans. We approve the apportionment requests and it is up to 
the Department of Defense not to obligate beyond the amounts that 
we have apportioned. 

We get monthly reports on the status of their appropriations 
through the year. 

Senator SatronsTaLL. But you have no corrective procedures? 

Mr. Stans. Well, we talk to the Secretary of Defense if we are con- 
cerned about the level of activity, and we may talk to the President 
about it. 

Senator Sarronstai. Thank you, Mr. Chairman. My time is up. 


SECRETARY BRYANT SAW NO HINDRANCE IN SEEKING CONGRESSIONAL 
APPROVAL 


Senator Srennis. Gentlemen of the committee, we are operating 
under the 5-minute rule and I won’t strictly enforce it, of course, but 
remind me at the end of 5 minutes. 

Mr. Stans, I have been a member of the Appropriations Committee 
for several years and of the Armed Services Committee for a good 
number of years. I have never had a chance to hear the Director of 
the Budget Bureau testify before a committee and I think it is quite 
helpful indeed to the Budget Bureau and to you and your fine staff 
to come up here at least once in a while. 

I know it has been helpful to us. 

I cannot go into several matters I would like to because my time 
for questioning is limited. I ask these questions more in sympathy 
with you and your problems than anything else. 

But for your information, Mr. Stans, the law that requires the 
Department of Defense to come into agreement with the Armed Serv- 
ices Committees regarding real estate has not delayed or impeded the 
Department in any way. 

In fact, Assistant Secretary of Defense Bryant testified a year ago 
before our committee with reference to this very proposal that it had 
not impeded him and was not in his way in any respect. I give you 
that just for your information. 

Now I was really a little disappointed to hear you say that perhaps 
we should give the military services the benefit of any money realized 
from the sale of their real estate as they would be more prone to co- 
operate in disposing of it. 

They have said that themselves. I don’t know that they have testi- 
fied to that, but they have let me know and others know that that would 
help. I don’t feel that that would be altogether true. I can’t con- 
ceive of a man whom you put in charge of a $40 billion military 


program every year saying that, “Well, we would dispose of some of 
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this real estate if we got the direct benefit of it but otherwise we would 
hold on to it.” 

Mr. Stans. We haven't reached any conclusion on that. 

Senator STENNIS. I know you haven’t.. You are not involved in 
that. I think the military holds back all they can with reference to 
disposing of those items and I think from their viewpoint they think 
they are justified. I just mention that in passing. 

Now I hope we get to develop today your ideas about this military 
housing program. It is a necessary part of the defense program, but 
for years it has been authorized by another Department of Govern- 
ment in such a way as to finance it neither through the Budget Bureau 
nor the Treasury Department but through a deferred liability. 

I understood you to say that you are concerned with this con- 
tinental defense problem, especially defense against manned bombers, 
and that you went into it and that in the 1960 budget there was no 
new authorization allowed for Nike-Hercules. 

spieshing your memory, I think that is approximately correct. 

Mr. Stans. I didn’t mean to imply there was no program for Nike- 
Hercules. — 

Senator Srennis. No, but there is no new authorization in the 1960 
budget for new Nike-Hercules sites. 

But that is just preliminary to my question. As I understood your 
testimony, you looked into this, it was reviewed, and therefore in 
the 1960 budget no new authorizations were included. 

Is that correct? Do you remember it that way? It is correct, 
because that is what is in the budget. I know that as a matter of 
fact, but what I want to ask you is this: How far did you go in 
determining that and making that decision ? 


“VALUE AND LEVEL” OF NIKE-HERCULES PROGRAM QUESTIONED 


Mr. Stans. We questioned the value and the level of the Nike- 
Hercules program as one of the elements of continental defense, and 
in relation to all of the other programs of continental defense. 

Senator Stennis. That’s right. 

Mr. Srans. We did not fix a level or a figure on our part which 
we thought would be a better level to substitute. 

Senator Stennis. I understand that. Well, for your information 
I think it was a wonderful weapon in its day but it is a weapon of 
yesterday. That is my opinion. I am not holding out for more of 
them. I think we ought to stop the program. 

Mr. Stans. That was one of our questions. 

Senator Srennis. Yes. And the military construction bill makes 
a start along that line. Furthermore, for your information—you 
haven’t had a chance to learn this—the military construction bill now 
pending before the Senate, approved by the committee, deauthorizes 
some sites authorized last year on this Nike-Hercules proposition, the 
thought being that by the time they are constructed, whatever they 
are, I don’t like to say obsolete, but whatever they are now, they will 
be by then. Did you get far enough to have an opinion on that, 
either one of you gentlemen 4 ¢ 
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CONCERN THAT NIKE AND BOMARC WOULD BE IN SAME AREAS 


Mr. Scuaus. We raised a question as to the number of locations, 
the scope of the program, the relationship to the Bomare, and we 
were primarily concerned about assuring that we would not get them 
both in the same areas. 

We didn’t feel that that was an essential need. We questioned 
oie other things, the use of the weapon for the purposes that were 
initially planned. 

Senator Srennis. Yes, initially planned ? 

Mr. Scuavus. Yes, we raised those kinds of questions and that came 
out in the considerations of the Secretary of Defense and the services 
in handling this problem. 

Senator Srennis. It was not put in in the military construction 
bill then for construction of additional new sites? My point is that 
if it is stopped and they have no new construction, why go back and 
pick up these new authorizations and implement them and spend the 
money on them ? 

Mr. Scuavs. Our initial recommendation was to level the program 
off at the currently approved plan without adding to it. 

Senator Stennis. May I take just one minute more and ask why? 

Mr. Scuaus. Because of the questions that we just mentioned as to 
its adequacy and the nature of the threat, we felt that it deserved 
reconsideration from a military standpoint. 

Senator Stennis. Of course, you had no control over matters that 
are already authorized and so forth ? 

Mr. Scuavs. No, sir. 

Senator Stennis. You wouldn’t make a request on them. However, 
you do have authority with reference to letting money for the con- 
struction of those that are already authorized. Are you familiar 
with how much is in the budget for that purpose ¢ 

Mr. Scuavs. No, sir. We can provide the answer to the com- 
mittee. 

(The information is as follows :) 


1960 budget estimates for Nike-Hercules construction (new obligational 
authority, in millions) 


Against 1959 | Against 1960 | Total 1960 








authoriza- authoriza- budget 
tion tion 
I IT IOI, asd creel aterieeennininmaibel $26. 1 $19.3 $45.4 
no nan cee eee eR En aneaehgunernaca 14.9 3.1 18.0 
ee 
ee ener tt eee eo ae 41.0 | 22.4 63.4 





Senator Stennis. Anyway, if I may take just 1 minute to get 
your opinion, looking at it in the future, your conclusion was that 
that weapon, fine as it was, in fitting into the future picture as to 
manned Sam attack, that it should be stopped; is that correct! 

Mr. Scuaus. Yes, it should be stopped from growing further. In 
the light of what Mr. Stans said, we looked at the total resources that 
were going into continental defense. 

Senator Stennis. I see. 
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Mr. Scuavs. And we had a number of capabilities in relation to 
thethreat. Some of them were adequate, some of them were excessive. 

Senator Stennis. That’s right. 

Mr. Scuaus. And we raised questions and there were some answers 
arrived at by the Secretary. ( 

Senator StenNIs. Of course, and that is my point. In the category 
of priorities, that program should be stopped. That was your opinion, 

tit? 

Mr. Scuavs. Our opinion was that it should not be expanded. 

Senator Stennis. That is the action you took, but don’t you think 
that it really ought to be stopped so far as new starts are concerned? 

Mr. Scuavus. Well, we questioned its usefulness; yes. 

Senator Stennis. Seriously / 

Mr. Scuavs. Right. 

Senator Stennis. Even for those that are already authorized, you 
seriously questioned their being implemented ? 

Mr. Scuavs. Right, with respect to the older models. 

Senator Stennis. Iam not trying to lead you now. 

Mr. Scuavs. No. 

Senator Stennis. I just want your opinion. 

Mr. Scuavus. I understand what you are after. 

Our specific question related to some of the older models. 

Senator Stennis. Yes. 

Mr. Scuavus. Where they were placing those around. 

Senator Stennis. I know. 

Mr. Scuavus. And we made strong recommendations on those; yes. 

Senator Stennis. To be certain that I understand you, in light of 
the priorities in the entire defense picture and the possible develop- 
ments of the future, you concluded that you would not ask to authorize 
any more new Nike sites ? 


QUESTION OF IMPLEMENTING PRESENT SITES SHOULD BE EXAMINED 


Mr. Scuaus. We raised it as a serious question. 

Senator Stennis. Yes, and you really think that those authorized 
should not be implemented in view of the entire defense picture? 

Mr. Scuaus. We are not qualified to make that kind of a judgment, 
but we think it is a very good question that should be considered and 
an answer provided. 

Senator Stennis. I respect your feeling. I don’t want to try to 
lead you on it. But your decision speaks for itself as to the budget 
for 1960, and I think your evaluation is correct. 

Therefore, I think your opinion on implementing those already 
authorized would be quite helpful to us. 

If you don’t mind giving us that opinion I would appreciate your 
doing it. If you would rather not, any further than you have, why 
I won’t press you. 

Mr. Scuavs. As Mr. Stans points out, this is a matter of policy 
consideration. 

Senator Srennis. Very well. I don’t want to embarrass you or 
press you for an answer. 

I think you have been factual with us in giving us your honest 
conclusions. I apologize again to the committee for taking that extra 
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time but this is.a vital matter. As you know we had it in the Armed 
Services Committee. It is in the bill and is pending. 

T believe that next on the list would be Senator Bush. 

Senator Bus. I think Senator Symington is next. 

Senator Symineron. I have no questions at this time. 

Senator Busn. I don’t either, Mr. Chairman. 

Senator Stennis. I believe those are the regular members that we 
have here. We have members of our Armed Services Committee who 
are ex officio members. Senator Thurmond, do you have any question? 

Senator TuHurmonp. I just dropped in, Mr. Chairman. If there is 
no objection, I thought I would drop in and listen for a few moments, 

Senator Stennis. We are glad to have you. 

Senator Cannon? 

Senator Cannon. No questions, Mr. Chairman. I was very happy 
to hear you develop the particular point which you just concluded, | 
think it will be very helpful. 

Senator Stennis. Thank you. I think the testimony is quite clear 
and very helpful to us. 

Senator Symineton. May I add for the record that the testimony: of 
the Bureau of the Budget fully supports the position of the very able 
Senator from Mississippi on this matter. 

Senator Srennis. It is just something I have been struggling with 
for quite a little while, and it is a very troublesome question. 

All right, Mr. Counsel. 

Does some Senator especially wish to ask questions now ? 

Senator SattonstTaLy. I will abide by the regular order. 

Senator Srennis. Mr. Counsel ! 

Mr. West. Mr. Stans, Mr. Schaub and you mentioned questions 
that were raised in connection with the Nike-Hercules and the Bo- 
marc. What, to be specific, are the other questions that you raised 
on items in the 1960 budget. Because our time is limited, I would 
like to get down to specifies. 


DEACTIVATION SOUGHT OF THE MARGINAL AND THE NONESSENTIAL 


Mr. Srans. In the overall first, our questions were of this general 
character: Can we deactivate any more marginal and nonessential in- 
stallations and activities? 

Can we reduce our support costs by reducing the level of proficiency 
flying and the number of service men entitled to flight pay ? 

Can we reduce the number of construction projects that are pro- 
posed ? 

Can we reduce the level of research and development by any process 
of decisions as to whether to go ahead or not on certain projects? 

Can we reduce training programs in any way ¢ 

Can we reduce the number of flying and steaming hours and still 
have an effective service at less cost ? 

In the area of procurement and development, our general areas of 
approach were these: 

Can we eliminate any weapons systems on the ground of duplication 
with other weapons systems ? 

Or on the grounds that they have only marginal capacity beyond 
the capabilities we already have or are in the process of acquiring! 
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(an we eliminate weapons or any items which are designed to meet 
contingent situations which have small chances of occurring‘ 

Can we reduce in any way the number of organizational units that 
are involved in existing program objectives? 

Those were the generally broad questions that we asked. 

Mr. Weis. Let’s get into the specifics now. Let’s take it weapon 
system by weapon system. | } 

Mr. Srans. In the specifics as I said we directed our questions into 
the four basic categories of functions within the Department. 

The first of these was the strategic striking forces, and all of the 

rograms related to that responsibility. The second was 
r. Wrist. Let’s take the items in the striking force. What are 
your views on those ¢ 
" Mr. Stans. Of course, the first and possibly one of the most im- 
portant was the interrelationship of the Atlas, Titan, and Minuteman 
programs, having in mind the availability of the SAC Force. 

Our question was principally whether we needed to finance three 
successive ICBM programs, having in mind the relatively short period 
of time for which any one of the first two might actually be effective. 

Mr. Wetst. Tell the committee what the arguments pro and con 
were. 

Mr. Srans. I am not sure that I know, Mr. Weisl, all of the argu- 
ments pro and con, because again our function was to ask questions 
and not necessarily to find the answers to them. 

Mr. Wrist. But you have to make a recommendation to the Presi- 
dent ? 

Mr. Srans. That is correct. 

Mr. Weis. And you base that recommendation on information that 
you get ! 

Mr. Stans. That is correct. 

Mr. Weist. And in getting that information you ask questions and 
you raise certain issues. So that the committee can intelligently 
know what the pros and cons were, I wish you would tell the com- 
mittee what the questions were that you asked, what information you 
received, what answers you received to the question, and what recom- 
mendations to the President or to the Secretary of Defense you finally 
made? What was it based upon? Otherwise, we just will be getting 
a great deal of philosophy and no facts. 

Mr. Srans. I would like to make it clear first that we are not the 
only ones who asked questions or raised challenges about some of these 
programs. The President’s science adviser and members of the scien- 
tific community made studies as well. 





FACTORS IN DETERMINING COURSE AS TO THE ATLAS 


Mr. Wrist. Yes. 

Mr. Stans. Now with respect to the three programs, Atlas, Titan, 
and Minuteman, our projections indicated that the financial implica- 
tions over the years 1959 to 1962, inclusive, that is 4 fiscal years, 
amounted to almost $7 billion for those programs. Now our question 
was do we get $7 billion worth of value in developing all three of these 
programs? First of all, there is the protective factor of the SAC Force 
and the other striking forces in being and the other programs under 
development, including Polaris. 
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Now Atlas, however, is our earliest available ICBM capability, ]j 
has presumably less growth potential than Titan, it may be quite 
vulnerable to surprise attack under certain conditions. Titan at 
that time was far oan developed. It was entering a crucial period of 
flight testing. It appeared to be, from what we could learn, the most 
formidable of the ballistic missiles that were being planned. 

On the other hand, it was going to be very expensive, and if it were 
succeeded promptly by the Minuteman, the question was whether it 
represented an expenditure that. would be justified, and whether our 
defense would be adequate without it. 

As a liquid-propellent system it involved major problems of main- 
tenance and readiness, and while the introduction of storable pro- 
pellants was feasible, that still involved a considerable amount of 
research and development. 

There was some concern on our part as to whether there was an 
indication of slippage of the capability dates of Titan, and if that 
were the case, then it would even narrow the time period between the 
successful Minuteman and the introduction of the Titan. 

On the other hand, Minuteman was in a very early stage of develop- 
ment at the time of our budget consideration. Once it was suceess- 
fully developed and in large-scale production, it would be the least 
expensive of the deterrent systems. It would require a minimum 
level of maintenance. It would be much easier for Minuteman to 
be hardened and put underground. 

However, we were not quite certain that the development of the 
Minuteman could be successfully accomplished with the level of costs 
estimated by the Air Force. Or whether or not the timetable could 
be wholly relied upon. And finally, we had no estimate of the cost of 
hardening the Minuteman system that we could rely upon. 

Now, we took all of those things into consideration and suggested 
that consideration be given to these three alternatives : 

First, phase out the Atlas program as rapidly as possible, relying 
on manned bombers until the availability of the Titan and the Min- 
uteman. Alternatively, continue the Atlas program as currently 
planned to provide that initial intercontinental capability, cancel the 
Titan, and proceed with the Minuteman on a rapid but orderly 
basis. Or third, continue the Atlas program but with some reduc- 
tion in the number of squadrons, continue the Titan program with a 
relatively small number of squadrons but still adequate to provide a 
heavy striking power, and at the same time proceed with Minuteman 
on an orderly basis. 

Now those are the questions we raised. Those are the factors we 
developed and discussed with the Secretary of Defense. And from 
there he, with the advice of the scientists that were involved in the 
programs, and with the President, came to the conclusion that now 
appears in the budget. 

Senator Stennis. That now appears in the budget ? 

Mr. Wetst. You stated the considerations that ought to be taken 
into account before making a decision. But you had to give the 
President some advice under the statute. What advice did you give? 
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RECOMMENDED STUDY TO DETERMINE WHETHER TITAN SHOULD BE DROPPED 


Mr. Stans. We didn’t give advice in the form of a specific recom- 
mendation. We felt that there were strong grounds, however, to 
consider very seriously the second alternative, which was the one of 
canceling the Titan, and I know the Secretary of Defense gave very 
grious consideration to that. How he reached his final decision is a 
matter that he could best explain to this committee. 

Mr. Weis. Did you reach any decision in your own mind after 
consulting with your staff ? 

Mr. Stans. No, sir. Our decision, as I am sure you recognize, was 
tosupport the President’s decision. It is his decision and his respon- 
sibility. When we have gone as far as I indicated, I think we have 
fulfilled our staff mission. 

Mr. Wrist. Did you take into account or consider the number of 

uadrons to be projected for the Atlas and the Titan and the 
Winuteman ? 

Mr. Stans. No; we did not question the total number of squadrons. 
That would have to be a military decision. 

Mr. Weist. Did you take into account what elements should be 
considered to determine how much of a deterrent capability or a 
striking capability we needed ? 

Mr. Stans. That goes back to a much broader subject which is the 
whole targeting system, the broad range of retaliatory forces we have, 
and soon. Yes, we did take into account those figures. We secured 
information with respect to them and that was the basis for some of 
our questions on these items. 

Mr. Wrist. Did you arrive at any conclusion as to the minimum 
amount of deterrence that was necessary ¢ 

Mr. Srans. I don’t think it is our responsibility to arrive at con- 
clusions in that respect. I think our responsibility is to bring out 
the contrasting facts and to raise questions about these programs. 

Mr. Wetst. In connection with these programs, what kind of infor- 
mation did you request from the Defense Department? 

Mr. Srans. Well, it covers a wide range of factual data. As a 
matter of fact, I think Mr. Schaub could elaborate on that because 
he is the one who had the factfinding responsibility initially for me 
and for the President. 

Mr. Scuavs. It should be made clear that these questions that. Mr. 
Stans is talking about are geared to the initial service requests which 
were comprised as the Secretary of Defense has testified of the basic 
budget and additional items which the services felt necessary or desir- 
able, totaling around $48 billion. 

These questions are related to the analysis of that program and to 
an almost, very large degree the same questions were generated jointly 
with the staff of the Office of the Secretary of Defense and raised 
internally, so that who does what to who in this area at that point, as 
to who raises the question, who insists that we get an answer be- 
comes—— . 

Mr. Wrist. I am not asking about whom, I am asking about what. 
Did you go into the question of the number of targets to be covered 
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by our strategic forces before you decided how many Atlases, how 
many Titans, how many Minutemen, how many Polaris ought to be 
projected ¢ 

Mr. Scuavus. We have no specific target information in the Bureay 
of the Budget. 

Mr. Weist. How can you decide how much should be spent if you 
don’t know what targets are to be taken into account? 

Mr. Srays. I would like to amplify Mr. Schaub’s answer by saying 
that I have had some target information and nuclear weapons stock. 
pile information and other factors which is of such a character that 
it has not necessarily all passed on to the staff. 

Mr. Weist. Was that information sufficient to enable you to make 
a logical determination ? 

Mr. Srans. It was sufficient, Mr. Weisl, to raise a number of ques- 
tions in my mind coupled with the questions developed by my staff 
to make the challenges that I have indicated that we made with 
respect to some of these programs; yes. 

( Discussion off the record.) 

Senator Stennis. Back on the record. 

Mr. West. The questions are being asked to enlighten the com- 
mittee and me, Mr. Stans, not for any other purpose. But our com- 
mittee has received the testimony of the Joint Chiefs and their 
various subordinates. There was testimony as to the evaluation of 
each weapon. For instance, while we did not get the reports, we 
heard testimony that there were reports by the Rand organization 
on the Polaris, by the Weapons Systems Evaluation Group on ‘the 
Titan and the Atlas and the Minuteman. 

Now did you examine those reports to see what their opinion was 
as to the efficiency, the ability, and the desirability of making those 
weapons / 

Mr. Srans. Let me speak personally first. 

Mr. Wetst. Yes, sir. 


THEY RECEIVED STUDY OF WEAPONS SYSTEM EVALUATION 


Mr. Sran. I participated in a group that received one of the 
weapons evaluation reports in considerable detail, and covering a 
‘ather wide range of programs. I have been in rather close touch 
with the President’s scientific adviser and we have from time to time 
discussed back and forth questions with respect to a number of these 
programs. 

I have not personally seen any of the Rand reports. Now I think 
from there your question can be answered by my staff as to the types 
of material that they see and take into consideration in their sum- 
marizing of the facts for me. 

Mr. Wrist. Yes. Mr. Schaub then, did you see the Weapons Sys- 
tems Evaluation Group’s estimate of these weapons? The Atlas, 
the Titan, the Minuteman ? 

Mr. Scuavs. I received the same briefing on the report that Mr. 
Stans referred to, which included that in their total picture. But 
it was not a specific report related to those three items. 

If there was a specific report, my staff may have seen it but I did 
not. 
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Mr. Wrist. Just for my enlightenment, in estimating the amount 
of money that you would recommend or question in connection with 
our strategic striking force—that includes the B-52, the B-58, the 
Atlas, the Titan, the Minuteman, the Polaris—didn’t you get the esti- 
mate of the expert group, namely the Weapons Systems Evaluation 
Group, in order to find out what they thought of these weapons and 
their ability to do the job and their recommendations as to whether 
we should go ahead with them or not or how much we should spend on 


em? 
ao Srans. Mr. Weisl, I think I should make clear that it is not 
our intimation or belief that we know all of the facts that are neces- 
sary to make a determination on these matters. The Secretary of 
Defense has available to him a great many sources of information 
that are not necessarily available to us. 

I think that is as it should be. What we do is to raise the ques- 
tions and make these challenges on the basis of what we do know, and 
if the Secretary of Defense ha information which overrides the in- 
formation we have, he makes his decision accordingly. 

I think that is why the procedure is as it is. We do not make a de- 
cision with respect to any item because we don’t presume to have all 
the facts. But on the basis of the information and the facts we have, 
we may question or challenge or raise an issue with the Secretary of 
Defense as to the need for a program, its priority or its scope. And 
I think that if that point is made clear, you will understand a little 
better how we function and how we—— 

Mr. West. I understand that, but what I don’t understand is this: 
That when you have a duty to make the recommendation or a sugges- 
tion or ask a question, you are in much the same position as a judge. 
You want to know what the material evidence is. And certainly the 
evidence of the experts, namely those organizations that the Defense 
Department relies upon or should rely upon, ought to be, I think, con- 
sidered by you. 

Mr. Stans. I think there are just bound to be in the course of events 
people with knowledge and information that we can’t possess and don’t 
presume to possess. 

peator Symineton. Will the counsel yield to me for just: one ques- 
tion ? 

Senator Stennis. Senator Symington. 


UPON WHAT MILITARY INFORMATION IS THE ADVICE FOUNDED 


Senator Symrneron. I am lost now, Mr. Director, because, as I 
understand it, what you were doing following the counsel’s question- 
ing was analyzing the relative merits or demerits of these various 
weapons systems, and on that basis what could or could not be reduced 
or eliminated. 

Nevertheless, first you said that you have target information which 
you do not make available or which is not permitted to be available 
to the experts in your own staff, like Mr. Schaub, who are supposed 
to be the ones who advise you prior to your advice to the President. 

Now, further than that, as I undertsand it, you do not have much 
information with respect to the problem of adequate national defense 
which the Secretary of Defense has, and therefore if you follow to a 
37855—59—pt. 2——8 
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logical conclusion your testimony this morning the only thi 

you could be interested in in presentation of advice to the President 
is the monetary situation, regardless of the question of adeqnate 
defense. 

What is the use of your making any submission of any kind what- 
ever, let. alone recommendation or advice to the President functionin 
as his No, 1 person in this field, unless you not only have full infor. 
mation yourself to the best of your ability but also pass that informa- 
tion on to the experts on your staff whom you have already consulted 
many tiney, because your knowledge is not as extensive as theirs on 

etaLi ¢ 

Mr. Srans. Senator, if the import of your question is that. these are 
wholly financial questions, I would agree with you only to the extent 
that our effort is to help find a program for the Department of Defense 
overall which is the most effective for the least amount of money. 

Now, in that. sense we use all of the information’ that is available to 
our met of people, which Mr. Schaub testified consists of 33. profes- 
sionals. 

Senator Symineton. Thank you, Mr. Counsel. 

Mr. West. I don’t want to belabor the point, Mr. Stans, but you 
did state publicly, and I quote: 

All budgetary decisions are made by the President, with the advice of the 
Director of the Bureau of the Budget. 

How can you give him—and I am just asking—adequate advice unless 
you have examined all the material facts? 

How can you tell whether we ought to go ahead with the Titan if 
you don’t get the opinion of the experts, who are relied upon, or should 
be relied upon, by the Defense Department, such as the Weapons 
Systems Evaluation Group, for that is their function in the Depart- 
ment of Defense ? 

Mr. Stans. We do advise the President. I didn’t mean to imply 
that we didn’t advise the President. We sometimes make recommenda- 
tions. We do not make final decisions, of any kind. But on the 
basis of the facts that we are able to develop, on the basis of infor- 
mation we have, we tell the President what we think about some of 
these programs. 


“ONE COG IN A PROCESS OF PRESIDENTIAL STAFFING” 


He certainly does not exclusively take our advice or our recom- 
mendations or our questions. 

Many of them he refers to the scientific community, to the military 
people, and others. We are one cog in a process of Presidential staff- 
ing. Weare not the exclusive cog on which he can rely. 

Mr. West. I realize that fully, Mr. Stans, but I do believe that in 
order to give intelligent advice, you must have available facts, and all 
the facts that are material. I don’t say that you have to have every- 
thing, all the detailed facts, but certainly the opinion of experts that 
the Defense Department relies upon ought to be available to you before 
you can make up your mind as to what advice you ought to give. Isn’t 
that reasonable ? 

Mr. Stans. I think that is reasonable, and I think the presumption 


is that’‘we have a very wide range of facts. Now there may be cases, 
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and apparently this is the point you want to develop, that there are re- 
rts of one kind or another that we don’t have because we don’t know 
about them. 

Mr. Wrist. These are not reports of one kind or another that. I am 
talking about. I am talking specifically about a group that is set. up 
and carefully selected by the Department of Defense to evaluate 
weapons systems. Shouldn’t you have their opinion and their judg- 
ment and their advice ? 

I don’t say you have to follow it but shouldn’t you have it before 
you give advice as to what should be spent and how much should be 

t? 

Mr. Stans. I think the testimony is that we have seen a number of 
those. 

I have not personally seen more than one, but my staff has seen a 
number of those reports. 

Mr. Scuavs. I think what he is trying to bring out, Mr. Stans, is the 
fact that we do not have an organized routine for receipt of those kinds 
of reports, and I am not at all sure that we should the way the budget 

rates. 

Mr. Weist. Mr. Schaub, if I may interrupt, shouldn’t you have 
that ¢ 

Mr. Scuavus. On the basis of need-to-know, if it contributes to cer- 
tain things. But these reports do not have any official status in most 
instances, 

Mr. West. Whether they have official status or not 

Mr. Scuaus. They are valuable information. 

Mr. Wrist. They are evaluations by experts who know as much if 
not more than your staff. 

Mr. Scuavs. I am not saying that we wouldn’t-—— 





SHOULDNT THEY HAVE THE CONCLUSIONS OF THE EXPERTS 


Mr. Wrist. That is their sole business, and shouldn’t you examine 
that? I don’t say that you should or should not. I am merely trying 
to probe as to what you do base your advice upon. 

Shouldn't you have that before you form an opinion ¢ 

Mr. Scuavs. Theoretically we ought to have as much information 
as is available. We have limitations on staff and time. 

Mr. Wrist. Why don’t you get it? 

Mr. Scnavus. We have limitations on staff and time and we concen- 
trate on those things which we can do something about. 

Mr. Wrist. What is more important to concentrate on in evaluating 
a weapons system than the opinion of that weapons system by experts 
who spend their exclusive time in evaluating it? My time is up, 
Mr. Chairman. 

Senator Stennis. Do you want to answer that? 

Mr. Scuavs. I would just like to say that our staff, working close- 
ly with the staff of Defense and the operating levels over there gets a 
lot of the information informally and their judgment is predicated on 
that kind of information that they receive at the lower levels. 

Senator Sarronstatt. Mr. Chairman, I may not be able to be here 
when we open this afternoon. 

Senator Stennis. I hope you can. 
Senator Satronstatu. May I ask two questions? 
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Senator Stennis. Certainly. 

Let’s continue here for a few more minutes. Senator Saltonstall, 

Senator Sauronstatu. I have two questions. As I listened, Mr. 
Stans, to your testimony, particularly the answer you gave to Mr. 
Weisl, which was to me very informative, you said: It is your position 
that you make a program for overall defense that is most economical, 
I quote from you. 

Mr. Stans. And still effective. 

Senator SatronstTaty. And what? 

Mr. Stans. And effective and adequate. 

Senator SatronstaLL. Economical, effective, and adequate. Now 
the final decision is made by the President based on your recommen- 
dation, the Secretary of Defense’s recommendations, and any other 
scientific people or other people from whom he wants to get advice: 
is that right? 

Mr. Srans. Yes; including the National Security Council itself. 

Senator Sautronstauy. Including the National Security Council, 
And then when the President makes that decision, it is your responsi- 
bility to put the budget together and build it up on the decision of the 
President with relation to these various weapons and with relation to 
personnel and with all the other requirements. 

Mr. Srans. That is correct. 

Senator Satronstauy. So that you take a more secondary position, 
as I understand it, than I personally have customarily assumed that 
you take. 

In other words, you take the position that you get the best infor- 
mation you can and you make your recommendation for an overall 
program of defense that is most economical, efficient and what was 
that third word you used, effective ? 

Mr. Stans. Adequate. 

Senator Sauronstauu. Is that correct ? 


DENIAL THAT BUREAU IS A POLICYMAKING GROUP 


Mr. Srans. That is correct, Senator, and I think it is unfortunate 
that there are many misconceptions about the role of the Bureau of 
the Budget in this process. I think there are many people who believe 
that we specifically and directly fix the level of expenditures for the 
Department of Defense or that we specifically rule out programs or 
requests formoney. Wedonot. We form opinions about them. We 
make recommendations. We bring the facts to the Secretary of De- 
fense and the President. But we ourselves are not a policymaking 
or decisionmaking body in that sense. 

I think it is unfortunate that the misunderstanding and misappre- 
hension exists. A commander in the field may believe that a program 
that he has in mind is a very desirable one, and he may ask, we will 
soy; for $10 million to put it into effect. 

e may not hear anything further about that until the budget 
comes out and his program is not in it. His assumption is that the 
caeet of the Budget alone removed it, and that is an unfortunate 
thing. 

We do become the whipping boy in a great many respects for things 
we do not do. 
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Senator Savtronstauu. I have one other question. In making this 
rogram for overall defense, and in answering the questions that. Mr. 

eis] just asked you, I do not get the impression that you necessarily 
examine the various positions of all three services. In other words, 
when you are considering your recommendations with relation to 
these three ICBM’s and the relation of the manned bomber to the 
three ICBM’s, do you consider also what the Navy can do with the 
Polaris, what the Navy’s role is with the submarines with relation 
to these missiles and with relation to the Army with conventional 
weapons and the relation of those three services together for an 
overall defense program ? 

Mr. Srans. We do it in terms of the —— 


RATIONALE OF THE BUDGETARY PROCESS 


Senator Sauronsrai. Or do you go up vertically with each service? 

Mr. Stans. No, we do not go up vertically with each service. The 
review we make is a horizontal one in four basic areas, the first one of 
which is our strategic striking capacity in all of the three services, 
which we try to aggregate, both in terms of capability and in terms 
of cost. 

And with that before us, we attempt to determine whether we think 
there are flaws in that activity on the side of excess or deficiency that 
we should question. 

Senator SauronstaLu. Mr. Chairman, I have one more question. 

Now Secretary Brucker and General Taylor have testified that we 
arenot replacing obsolete equipment. 

In other words, the obsolescence in the Army is about $1,300 million 
a year and that the replacement this year would be $1,200 million. 

Do you consider that with relation to the Army alone or do you 
consider that problem with relation to the overall picture? 

Mr. Stans. We consider it primarily with relation to the Army 
alone, but in the context of our overall capacity of land and sea forces. 
One of the factors bearing on that is the fact that over 60 percent of 
the Army’s procurement money is for missiles, which is in a sense 
perhaps a replacement of conventional weapons. 

Therefore, the whole question of Army modernization is in part 
answered by the money that goes into missiles. 

Senator Satronstaty. Mr. Chairman, I think that is all I have. 

Senator Stennis. Thank you very much, Senator. We are glad 
to have had you gentlemen here. On your departure this afternoon 
you set the time when you think you should leave. We will reconvene 
at 2:30. 

(Whereupon, at 12:40 p.m. a recess was taken until 2:30 p.m. of 
the same day.) 

AFTERNOON SESSION 


(Present: Senators Johnson, Stennis, Symington, Thurmond, Can- 
non, Smith, and Past) 

Senator Jounson. The committee will please come to order. 

As we reconvene this afternoon unless some of the members have 
questions at this time and unless Mr. Stans desires to make a state- 
ment, we will ask the council to proceed with questions. 
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Do any members of the committee have any questions? 
Mr. Stans, do you have anything ? 


TESTIMONY OF MAURICE H. STANS, DIRECTOR, BUREAU OF THE 
BUDGET, ACCOMPANIED BY WILLIAM F. SCHAUB AND WILLIAM 
F. FINAN—Resumed 


Mr. Srans. Yes, Senator. I would like after this morning’s testi- 
mony to emphasize two points that I made this morning: 

Senator Jounson. Proceed. 

Mr. Srans (continuing). So that the situation will be perfectly 
clear. The first is that there is a significant difference in several re- 
spects between the way in which we handle the budget of the Depart- 
ment of Defense and the budgets of the civilian agencies. 

The differences are these: In the first place, the review of the 
defense budget is a joint review between the Bureau and the Office of 
the Secretary of Defense. 

In the case of the civilian agencies, we make our independent review 
after the agency has completed its budget request. 

The second difference is that 

Senator Jounson. Let me be sure I understand the first one. 

Mr. Stans. Yes. 

Senator Jounson. In effect the other agencies make up their budg- 
ets and then have the hearings review. But you participate so far 
as defense is concerned with the Secretary of Defense in jointly re- 
viewing the Defense Department’s budget. 

Mr. Srans. In jointly reviewing the submissions of the three mili- 
tary services, that is correct. 

Senator Jounson. You participate in the decision of the Defense 
Department as to how much they are going to ask ? 

Mr. Srans. No, the decisions are not made at that point. This is 
a factfinding review. 

Senator Jonnson. What is the difference between a factfinding 
review and a procedure ? 

Mr. Srans. The factfinding review is made by the Secretary’s 
own staff and by our staff people, on the basis of which they make 
recommendations to the Secretary of Defense as a basis for his deci- 
sions on the various items in the programs. 

Senator Jounson. And then he comes over to you and says, “Here 
is how much we want for the Defense Department and the Army, 
Navy and Air Force’? 

Mr. Srans. That is substantially correct. 

Senator Jounson. And then your people say, “Well, we are going 
to cut out this, this, and this,” is that right ? 

Mr. Stans. No, Senator, that isn’t quite right. We don’t do any 
cutting. We recommend to the Secretary that 

Senator Jounson. You don’t eliminate any requests that they make 
for any item? 

Mr, Stans. We don’t eliminate requests in the true sense of that 
word. 

Senator Jounson. Is that true of the other departments too in that 
you don’t eliminate any ? 











Mr. Srans. No, we operate differently with the other departments. 
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WITH DEFENSE THEY DO NOT MAKE ELIMINATIONS 


Senator Jounson. You do eliminate there? 

Mr. Stans. We do make eliminations and review them with agen- 
cies, with the understanding that if they are not satisfied with them, 
they can appeal to the President. But in the case of Defense, we do 
not make eliminations or determine a budget figure. 

We make suggestions as to modifications of programs and levels of 
programs. ee a 

Senator Jonnson. Is that tantamount to decision and elimination 
by sug, tion ? 

Mr. Srans. I am trying to make it clear, Senator, that that is not 
tantamount to decision. 

Senator Jounson. Do they ever refuse to follow your suggestion ? 

Mr. Stans. A great many times. 

Senator Jonnson. And what happens then ? 

Mr. Stans. In the case of Defense, then we have the option of re- 
viewing it again with the Secretary or taking it to the President, and 
wedo both. But the point I am trying to make—— 

Senator Jounson. Does the President resolve this and finally make 
a decision where you and Defense differ ? 

Mr. Stans. Yes. 

Senator Jounson. Do you have any instances of that? 

Mr. Stans. There were some in connection with the last budget. 

Senator Jounson. In substantial amounts? 

Mr. Srans. Yes. 

Senator Jonnson. Force or equipment? Give me an illustration. 
The size of the Army ? 

Mr. Stans. The carrier. 

Senator Jounson. All right. The carrier. And what happened 
there? We are in executive session. 

Mr. Stans. Yes, I understand. We suggested to the President that 
the carrier may have a lower priority than a number of other pro- 
grams, but the Navy felt that it was a very important adjunct to their 
forces. 

Senator Jounson. Both of you went to the President? 

Mr. Stans. We went to the President. 

Senator Jounson. And the President said what? 


PRESIDENT WENT ALONG WITH DEFENSE DEPARTMENT 


Mr. Stans. The President left it in the budget, with conventional 
power. 

Senator Jounson. He, in that instance, in effect, sided with the De- 
fense Department ? 

Mr. Stans. That is.correct. 

Senator Jounson. And the House of Congress came along and de- 
cided to review ? 

Mr. Stans. That is apparently so, although I don’t have the facts 
up to date. 

Senator Jonnson. Up to this point ? 

Mr. Stans. Yes. 

Senator Jounson. Pardon me for the interruption. I want to com- 
mend you for your candor. I am just trying to understand. 
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Mr. Srans. The first point then, as I am trying to say, is in the cage 
of the other agencies we review their submissions and make an initia] 
determination. 

Now the second point is that after we make that determination, the 
agency is the one that makes the appeal to us or to the President if 
they are dissatisfied with it. 

In the case of the Department of Defense, the Defense Department 
makes the initial determination of its budget after listening to all of 
our suggestions and questions and challenges and so on. 

Senator Jounson. How do you justify the difference in treatment 
between the Defense Department and other agencies ? 

Mr. Srans. I was coming to that. 

Senator Jounson. Compare, if you would, the Defense Department 
and the Atomic Energy Commission. Why would one have a proce- 
dure different from the other ? 

Mr. Srans. Several reasons. One is the very large size of the 
Defense budget, which is over half of the total budget, as you know. 

The second is, of course, the basic significance of our defense 
posture, which is one of the greatest concerns that we have in this 
country today. 

The third is the time factor. A review by the Secretary of Defense 
followed by a review by the Bureau of the Budget would take a 
great amount of time, and there isn’t the time to do all of that. 

Senator Jounson. Has this procedure been in effect through the 
years or is it a recent innovation ? 

Mr. Scuavs. Since the present unified Department of Defense was 
established we have had to go to this kind of an arrangement. 

Senator Jounson. This program has been followed since the 
Department of Defense was established ? 

Mr. Scwavus. Yes. 

Senator Jonnson. Thank you very much. 

Mr. Stans. The fourth reason for this procedure is the relationshi 
of the President as Commander in Chief of the armed services. We 
think it is an effective way of going about the distinction between 
our defense needs and our nondefense activities. 


PRESIDENT RESOLVES “QUITE A FEW” CONFLICTS 


Senator Jonnson. Would you say that the President makes many 
decisions in this connection ? 

Mr. Stans. I would say that he makes quite a few. 

Senator Jonnson. But only involving substantial amounts or an 
important policy. 

Mr. Srans. Involving either policy or significant programs or 
amounts, yes. I think it is not usual for the smaller issues to be taken 
tohim. Usually they are worked out by Defense. 

If we have completed on that point, I would like to emphasize 
another matter that came up this morning. 

Senator Busn. May I ask a question? 

Senator Jounson. Senator Bush ? 

Senator Busu. We can assume, at least I seem to assume, that the 
reason he doesn’t have to make too many decisions is that any differ- 
ences are pretty well composed before they get to him, is that right! 
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Mr. Srans. That is basically the reason. It is the Secretary of 
Defense’s responsibility to make the basic decisions on the milita 
budget, and after he has once acted upon our questions or our chal- 
lenges, we use a higher standard of selection as to any items we take 
ils President. 

The basic purpose in our raising all of these questions is to be 
sure that the Secretary makes a conscious decision on all of them. 
If he has made a conscious decision on most of them, we don’t feel 
that it is our responsibility to go further, unless we think they are 
really significant matters. 

Senator Busu. Thank you. 


STANS SAYS IT WOULD HELP IF THEY GOT REPORTS SYSTEMATICALLY 


Mr. Stans. Now there was some discussion this morning about 
the availability of classified reports in the Department of Defense to 
the Bureau of the Budget. Since that discussion I have reviewed 
the matter with Mr. Schaub this noon, and I would like to make 
thisstatement about it. 

I would say without question that it would be of some help and it 
would make things easier to us if the Bureau of the Budget had rela- 
tively free access to all such reports, so that we could evaluate their 
usefulness to us. 

It would also be helpful if we had a routine procedure of making 
certain types of reports available to us without the necessity of our 
asking. This, of course, is a matter which we would have to work 
out with the Secretary of Defense. 

In saying this, I don’t want to leave in any way the implication 
that our work has been significantly affected in the past by a lack of 
information. 

Generally I believe that most of these reports or their content have 
come to our attention in one way or another in due time. 

In any event, our recommendations on the budget are made on the 
basis of a great mass of information by staff people with many years 
of experience on the military budgets, and I think the results during 
the period of which I have knowledge have been effective and have 
been consistent with the desires of the President. 

As I said before in my statement this morning, our recommenda- 
tions are only one source of the recommendations which the President 
has available in making his judgment on the Department of Defense 
budget as Commander in Chief. 

Senator Jounson. Does that complete your statement, Mr. Direc- 
tor? 

Mr. Srans. Yes, sir. 

Senator Jounson. Thank you. Counsel, will you proceed ? 

Mr. West. In order to further clarify this budgetmaking process, 
Mr. Stans, may I refer to the statement that you made this mornin 
when you said that you make allowances, budget allowances, for al 
departments other than the Defense Department but that no allow- 
ances are made in advance for the Defense Department. 

Now as I understand it, and you can correct me, do you determine 
a total budget for everything first ? 

Mr. Stans. No, we donot. 
Mr. Weitst. You do not. How is the budget formulated ? 
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Mr. Srans. Well, I welcome the opportunity of explaining that, 
because I think it will set at rest ok question as to how this pro. 
cedure operates. I explained in the earlier testimony the various 
steps that take place in the development of the budget, beginning in 
about April and May and continuing until very late in December, 

Now actually there are three broad elements that make up the 
budget result. One is the size of the needs for defense. Another is the 
level of revenues that we can expect. And in the third category I 
group all of the civilian agencies of the Government. 

Now these move along simultaneously through the entire period, 
The level of revenues can’t be determined really until the last minute 
before we put the budget to bed. But of course we do have soundings 
from time to time as the months go by as to what we think the level 
is going to be. The same thing is true of the civilian agencies; from 
the time we begin their reviews and see what they are asking for, we 
are able to form general ideas of the dimension of our nondefense 
requirements. But that isn’t refined until we go through agency 
after agency and come out with the final answers. 

The Defense budget goes on simultaneously through this entire 
process, and it isn’t until after the President has made the final de- 
terminations and the Nationa] Security Council has reviewed the De- 
fense program that a final figure is determined. 


QUESTIONING OF BALANCING BUDGET NOT DETERMINED IN ADVANCE 


No one of the three is dependent upon the other, and the final an- 
swer as to whether it is a balanced budget or not cannot be determined 
until after each of those three elements as I have described them has 
been worked out. 

Mr. Weitst. So that you don’t have one total budget and then make 
allowances for each agency except with the Defense agency, and then 
what is left goes to the Defense agency ? 

Mr. Stans. No, that is precisely what we donot do. 

Mr. Weist. When we left off this morning, we were seeking evi- 
dence as to the strategic strike power and retaliatory power that we 
had, and I want to call your attention to the testimony that we had 
before this committee in that regard. 

Admiral] Burke, for instance, testified—and I am sure that General 
Taylor did—that we were overequipped with strategic striking power; 
he thought that we were spending too much, projecting too much on 
the Atlas, the future Minuteman, the Titan, and the Polaris. And I 
believe Admiral Burke said that the Polaris, if he had enough sub- 
marines to launch it, would hit all the targets necessary in Russia. 

I believe General White testified that if he had enough Atlases or 
enough Minutemen, Titans, or a combination of all, he could hit all 
the targets necessary to destroy Russia. 

And then General Taylor further testified that even if we multi- 
peed by 3 or 10 the number of long-range missiles, including the Air 

orce, we had too much, we were projecting too much. 

Now did you go into that question? It is known as overkill. I 
am sure you are familiar with it? 





ti 


lm ee ee 


hat, 


ious 


the 
the 
yI 


ute 
igs 
vel 
om 
we 


ire 
le- 
Ne. 


— mo 7” 


' Ph me we 


MAJOR DEFENSE MATTERS 945 


TILE QUESTION OF “OVERKILL” WAS EXAMINED 


Mr. Srans. Yes. That was one of the most important considera- 
tions that we reviewed in ong through this budget, beginning with 
the number of targets. We reviewed the weapons stockpile, and the 
number of carriers or vehicles to deliver the weapons. Now, of 
course, this is a matter which involves time phasing and the condition 
at one date may be entirely different than what we expect it to be at 
another date. hy 

But our concern was whether or not we had not built into our 
strategic striking power an overkill capacity. And it was on that 
basis that we raised a number of the questions that we referred to 
this morning, plus a number of others. Now, of course, the question 
of the number of targets that should be used, the question of the 
number of weapons that need to be in reserve, the ratio of expected 
delivery to those on hand are matters which are not within our com- 

etence. 

But we did raise the overall question as to whether the capabilities 
at this time in being plus the capabilities underway did not constitute 
a significant overkill ; 

Mr. West. Did you reach any conclusion ? 

Mr. Stans. Our conclusion on that point was reflected in our rec- 
ommendations and questions to the Secretary of Defense about the 
various programs. 

Mr. Weist. What recommendations did you make? 

Mr. Stans. Well, we discussed the Atlas, Titan, and Minuteman this 
morning. We raised questions as to the Regulus II program in the 
Navy, and without going into details on that the Secretary of Defense 
canceled out that program, so it did not appear in the budget. 

I don’t mean to imply by that that ours was the only suggestion—— 

Mr. West. Yes. 

Mr. Srans. In that respect. 

Senator Symrneron. Excuse me, Mr. Counsel. 

What program was canceled out ? 

Mr. Stans. The Regulus II. 

Senator Symrneton. Thank you. 

Mr. Stans. We questioned the Thor and Jupiter programs to the 
extent that they appeared in the original service submissions in terms 
of the availability of foreign bases from which they could be used, and 
the general usefulness over a period of time in relation to ICBM’s 
and our other delivery capacities, such as the Polaris. We also ques- 
tioned the B-70. 


RECOMMENDATIONS ON THOR AND JUPITER PROGRAMS FOLLOWED 


Mr. Wetst. Did you make any recommendation on the Thor-Jupiter 
program, and was the recommendation followed ? 

Mr. Stans. The recommendation that the program be held to a 
lower level, to the number of squadrons for which procurement had 
already been initiated, and that there be no further procurement. 

Mr. Wrist. And was that recommendation followed ? 

Mr. Srans. It was substantially followed, yes. 
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Mr. Weist. Did you make any recommendations as to the Mace B 
missile ? 

Mr. Srans. Yes, we did. We questioned whether the Mace B, 
which required both development and procurement, was a necessa 
addition to the striking forces in view of the existing and potential] 
capabilities in other IRBM programs, and we asked the Secretary to 
consider whether this program should not be canceled. 

Mr. Wrist. What happened to that recommendation ? 

Mr. Scuaus. That was left in largely on the basis of General 
Norstad’s strong support. 

Mr. Stans, The next one we questioned was the B-70, which projec- 
tions indicated was going to be a tremendously expensive and a high] 
complicated manned aircraft with high speed and high altitude 
capability. 

Our question was directed at a number of factors, one of which 
was the fuel cost, including the necessity of development of the type 
of fuel intended. But more significantly, we questioned the use of 
a new bomber at a future time when we and presumably our enemy 
would have converted to principally a missile capability. The size of 
the B-70 program as it appears in the final budget was not less than 
the services had originally requested. 

Mr. Wrist. Did you make any recommendations in connection with 
the B-52 or the B-58 ? 


B-58 REPLACEMENT FOR B—47 WAS QUESTIONED 


Mr. Srans. Yes, we did. Using the word “suggestions” rather 
than “recommendations” in my answer, the B-58 we questioned as 
a desirable replacement for the B-47 because of its high cost, particu- 
larly in relation also to the additional jet tankers that would be re- 

uired. 
% And we raised the question, which I understand was already before 
the Secretary of Defense from other sources as to whether additional 
B-52 production would not be more effective than B-58’s. 

On the other hand, with respect to the B-52 we questioned the 
proposed level of procurement if the B—58 were to be continued. In 
other words, in combination it seemed to us as though the programs 
for the two were higher than might be necessary and we asked the 
Secretary of Defense to consider those points particularly. 

Mr. Wetst. What happened to those suggestions ? 

Mr. Srans. The B-58 appeared in the final budget in somewhat 
smaller amounts than the original service submission. Funds for the 
B-52 were increased. 

Mr. Scwavs. They went ahead with the B-52 production and re- 
duced the B-58 to a limited amount. 

Mr. Wetsu. Can we have that in terms of dollars or have you that! 

Mr. Scuavs. That could be furnished I think. 

Mr, Weist. Or in terms of numbers. 

Mr. Stans. We will furnish that for the record. 
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(The information is as follows :) 


1960 estimates for B-52 and B-58 (new obligational authority, in millions) 


ee 


Original Air Force President’s budget Difference 
request 


Aircraft Amount Aircraft Amount Aircraft Amount 


|———— |———$_ | um |___.mn 








ee eerste 
i eicechine steven 52| 1 $397.5 70 $594. 4 1418| +$196.9 
se 59 955. 4 40 649.6 -19 —305.8 
1 B-52G aircraft. 
1 B-52H aircraft. 


Mr. Wetst. I don’t believe we had any or I didn’t ask any question 
as to what suggestions you made with reference to the Atlas, the Titan, 
and the Minuteman. 

Mr. Srans. I think it appears in the earlier record. We suggested 
that the Secretary of Defense consider three alternatives, with par- 
ticular emphasis on the possibility of eliminating the Titan program 
and putting more stress on the Atlas and the Minuteman. 

Mr. Weist. What happened to those suggestions 

Mr. Stans. The Titan was continued in the budget as were the 
Atlas and the Minuteman. 

Mr. Weis. In other words, there was no reduction in those pro- 

ams ? 
air. Scuavs. Dollar reduction ? 

Mr. Weisz. Sir? 

Mr. Scuavs. It is my recollection that there was a dollar reduction 
by the Department from the amounts initially requested. The num- 
ber of squadrons that were planned were not reduced. 

Mr. Wetst. How were the dollars reduced without reducing the 
squadrons ? 

Mr. Scuavs. It is the rate. You see the Titan is in the develop- 
ment stage, not in production as yet. 

Mr. West. Is it by stretching out or slowing up the development 
of the Titan that the dollars for the fiscal year 1960 were reduced ? 
How was it done? 

Mr. Scuavs. On that I think you should get the answer from the 
Department of Defense. But my recollection is that the total number 
of dollars was reduced. 

Mr. Wrist. There is no other way that you could reduce the number 
of dollars, is there? 

Mr. Scuavs. Yes. 

Mr. Wrist. If you cut the number of squadrons, unless you stretch 
it out or slow it up? 

Mr. Scnavs. Yes, I think there is. 

Mr. West. What is that? 

Mr. Scuaus. Because some of these funding requests are in excess 
of what it requires to do an orderly development job, and the Titan 
particularly had not reached the stage where you could apply a great 
deal of dollars efficiently to it. And I think it was in that area that 
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the reduction was made. But as I say, I think that answer ought to 
come from the Department of Defense. 

Mr. Weisz. Will you supply that information for the record please? 

Mr. Scuavs. Yes, sir. There were no reductions from the original 
requests for Atlas, Titan and Minuteman. 

(The information was furnished to the subcommittee in classified 
form. 

oe Wrist. Now on the question of the continental air defense 
against manned bombers, I call your attention to the testimony that 
was received by this committee that about 14 percent of the 1959 
fiscal year budget was applied to defense against enemy bombers, 
and the testimony of Admiral Burke and General White was that 
this was way out of line. 

That since the likelihood of a manned-bomber attack was on the 
decline rather than on the upgrade, it did not seem wise to spend that 
much money, so great.a portion of the defense budget, for continental 
air defense against manned bombers. 

Now specifically did you make any recommendation in the 1960 
budget on that item? 

Mr. Srans. We made a number of recommendations, some of which 
I reported earlier in this hearing, on the Nike-Hercules and on the 
Bomare. 

Mr. West. Sir? 

Mr. Stans. I say we made a number of recommendations which I 
reported already in this hearing, principally on the Nike-Herciles 
and the Bomare. There were a number of others. 

Mr. Weist. Specifically what were those recommendations in terms 
of numbers of Nike-Hercules, in terms of numbers of Bomarcs, in terms 
of research and development on Bomare and on Hercules and all other 
relevant recommendations or suggestions that you made? 

Mr. Srans. We will have to supply that for the record. I don’t 
have that information here. 

(The information requested is as follows:) 


CoNTINENTAL AIR DEFENSE 


As stated by Mr. Stans, this area of the 1960 budget estimates was considered 
by the Bureau of the Budget on a functional basis. The Bureau raised the gen- 
eral question of whether too great a portion of the budget was proposed for 
continental air defense. This general question was supported by questions on 
many of the specific major items in this field where adjustments appeared possible. 
However, the Bureau’s approach recognized that actions on specific systems were 
necessarily interrelated, and the Bureau did not attempt to recommend the 
specific composition of a balanced system. 

The Bureau’s general question as to the overall level of expenditures for con- 
tinental air defense was based on information developed in reviews and dis- 
cussions with the Department of Defense over a period of time which had led 
the Bureau to suggest (1) that a substantial reduction could be made in the 
budgetary resources now being devoted to items in the active defense field which 
would make only marginal improvements in the overall effectiveness of.our 
defenses, and (2) that emphasis should be placed on a restudy of both the 
strategic and technical aspects of the air defense situation to see if practical 
means of providing a more effective and less costly air defense can be developed. 
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1960 amounts for Nike-Fercules and Bomarc (new obdligational authority, in 




















millions ) 
| Nike-Hercules Bomare 
Original | 1960 Original 1960 

service budget service budget 

request estimate request request 
7 a — ieee 
seebesis li osli hs saroloieguded 37.8 $102.9 | $668. 3 $459.1 
Research, development, test, and evaluation. -_------.. 20.0 22.0 6 6 
os cineincannnarabibnapienac carne se skieha 107.3 63.4 | 70.0 26.0 
a ee ee | 465.1 | 188.3 | 738.9 485.7 


a4 2 On 
1 Includes missiles, ground support equipment, and spare parts. 


Mr. Wrist. Were any of those suggestions followed ? 

Mr. Scuaus. They reduced the number of planned installations 
and it had some effect on the dollars. We would have to check that 
for you as to just how it came out. 

Mr. West. Will you supply that information, please, for the 
record ¢ 

Mr. Scuavs. Yes, sir. 

(The information is as follows :) 








ADJUSTMENTS IN NIKE-HERCULES AND Bomarc Sires, 1960 Bupeer 


During the consideration of the 1960 budget estimates, the number of additional 
Bomare sites to be funded in 1960 was reduced from 14 in the original Air 
Force request to 5 in the budget estimates submitted to Congress. With respect 
to Nike-Hercules, the original Army 1960 request included funding for 5 addi- 
tional sites in the continental United States; this number remained unchanged 
in the estimates submitted to Congress. 

Mr. Wrist. Now did you make any suggestion that a decision ought 
to be made by the Defense Department as to whether to use the Nike- 
Hercules or the Bomarc ? 

Mr. Stans. Yes. There were questions raised as to whether the 
Bomarc in particular should be continued. We had concern among 
other things about slippages in the program, and we wondered whether 
that might not result in having the weapon available beyond the time 
when manned aircraft would be the primary threat. 

So our recommendation to the Secretary was to consider whether 
this was a desirable and necessary program to go ahead with. 

Mr. Wrist... What happened to that suggestion ? 

Mr. Stans. I believe Mr. Schaub has already answered that. 

Mr. Weis. I mean as to the decision. 

Mr. Stans. Oh, the decision was to leave the program in at a 
particular level which I don’t recall at the moment. 

Mr, Weist. And that is the present decision ? 

Mr. Stans. So far as I know. 

Mr. Weist. As of now? 

Mr. Srans. So far as I know it hasn’t been changed until this time. 

Mr. Scuavs. I think the Secretary started a study in this area to 
come.out with an answer, and the results of that study I think are 
what he presented to the Congress last week. 
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Mr. Weis. Have you any idea as to the approximate cost of con, 
tinuing both these programs? 


COST OF BOMARC AS PLANNED THROUGH 1963 WOULD BE $4.1 BILLION 


Mr. Srans. The figures I have show that the Bomarc program ag 
ve planned from its beginning through 1963 would cost $41 

illion. 

Now I do not have the separate breakdown of the Hercules from 
the Nike-Ajax. 

Mr. Weist. What would that amount to? 

Mr. Srans. It would be a much smaller amount of money. 

Mr. Wrist. A much smaller amount ? 

Mr. Srans. Yes. 

Mr. Wrist. Your suggestion was to make a decision on that, 

Mr. Stans. Pardon me? 

Mr. Weist. When did you make the suggestion that a decision 
ought to be made? 

r. Stans. During the time of the joint review of the Defense 
budget. 

Mr. West. And when was that? 

Mr. Stans. In October. 

Mr. West. And no decision has yet been made to your knowledge? 

Mr. Srans. Outside of the adjustments to the budget at the time 
which Mr. Schaub has described, a basic decision on elimination of 
the Bomarc or Nike-Hercules has not been made to the best of my 
knowledge. 

Mr. West. Now in determining the budget requirements to pro- 
duce a promt deterrent power against attack, what philosophy do 
you use? Do you use the philosophy of having a minimum deterrent 
or a maximum deterrent, or a positive deterrent ! 

How do they go about deciding how much they need ? 

Mr. Stans. Of course, here words are not too effective. 

Mr. West. Irrespective of the semantics, will you just tell us how 
it is arrived at? 

Mr. Srans. Our attitude was not one of determining a precise 
amount. That is not our responsibility. My question is to the Sec- 
retary of Defense: “Mr. Secretary, in the aggregate don’t you think 
we have too much in our strategic striking forces?” 

Mr. Weist. How do you determine what is too much? Is there 
any standard, or is it a hunch, or just what is it based upon? 

Mr. Srans. I am sure there is no standard on that. I am sure 
that a dozen military men would disagree among themselves. Our 
question was only as to the aggregate, and we were asking the Secre- 
tary of Defense and his military advisers and ultimately the Presi- 
dent to consider what was the right amount of program in this 
respect. 

ur only feeling was that it seemed to be too much in total. 

Mr. Weist. Why? 

Mr. Srans. That is an impression, and I can only give it to you 
as that. 

Mr. Wetst. Based on what? 

Is it just the size or is it based on the requirements ? 
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Mr. Stans. Based on the requirements in terms of the number of 


ts. 
ar. Weis. In other words, is it based on the fact that it is too 
much money or that it is too much to give us a proper striking force? 
Mr. Stans. Based on the question of whether this is not too much 
program and therefore and as a result too much expenditure for the 

purpose. 


THE MILITARY FACTORS CONSIDERED BY THE BUREAU 


Mr. Weist. What did you take into account in determining what 
is too much ¢ 

I don’t mean in detail, Mr. Stans, but in general how do you decide 
that it looked like too much or was too much ? 

Mr. Stans. Well, as I said, the number of targets, the number of 
delivery systems in total, the number of carriers and vehicles in the 
form of planes and missiles, the number of warheads, the capacity 
of the warheads in the stockpile. 

All of these are factors that add up to a total. 

Mr. Weist. And then did you take into account the amount of 
warheads and delivery systems and bases and planes that might be 
knocked out by an enemy attack ? 

Mr. Srans. I did not, in amounts or quantities. That is a defense 
responsibility. I have seen war games presentations on that, but 
I don’t think that is a decision to be made by the Director of the 
Budget. 

ator Symrineron. Mr. Chairman, may I ask one question ? 

Senator Stennis. Senator Symington. 

Senator Symrneron. You mean when the Department of Defense 
makes its recommendation to the President with respect to what 
our defenses should be that it does not connect in anyway the pos- 
sibility of a sudden allout attack on the part of a possible enemy? 

Mr. Stans. Oh, no, I don’t mean that at all. 

Senator Symineron. Well, then, do you not have to estimate what 
you think would be left after that attack, in order to have a true 
measure of our capacity for deterrence ? 

Mr. Srans. Yes. All I was saying is that I don’t think that is my 
responsibility to estimate. 

Senator Syminetron. Mr. Counsel, I won’t pursue it, but I don’t 
think that the witness’ answers coordinate themselves. 

Senator Srennis. Mr. Counsel, proceed. 


HE IS SURE OTHERS TOOK POSSIBLE LOSSES INTO ACCOUNT 


Mr. Wetst. It was your responsibility in making a suggestion that 
it is too much to take into account all the elements that lead to the 
conclusion that it is too much. One of.those elements is how much 
would we be likely to lose in an initial attack by the enemy? How 
much of a capacity has the enemy to attack, isn’t that right? And 
if you didn’t take that into account, did the Joint Chiefs take that 
into account? Did they discuss that with you? 

Mr. Stans. I am sure the Secretary of Defense took it into account, 
- sure the Joint Chiefs took it into account and that the President 

id. 
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Mr. Wrist. Did they discuss that with you before you made up 
your mind that it looked like too much ? 

Mr. Srans. No, not in any detail. As I say, I have seen presenta. 
tions of war games potentials. I know there is a necessary factor 
of abortion in missiles and in failure to deliver weapons. But J 
would not assume that it would be my responsibility to estimate the 
factor which should be given to that. 

Mr. West. Did your Military Division staff take that into account? 

Mr. Scuavus. No, sir. 

Mr. Wetst. You did not? 

Mr. Scuavs. No, sir. 

Mr. Wetsu. Did you take into consideration possible duplication 
of weapons? 

Mr. Srans. Yes. That is really the inherent question in the whole 
problem we are trying to deal with. Is the total, is the aggregate 
more than we need? If it is, then there is potential duplication or 
overproduction. 

Mr. Wrist. Mr. Stans, what confuses me and possibly confuses 
the committee is this: That there is such disagreement on that issue 
between the Chiefs of Staff. Two Chiefs of Staff think we have too 
much. One Chief thinks we don’t have enough. 

How does the Secretary make that determination? How do you 
make that determination, due to the fact that the Secretary has no 
independent military staff ¢ 

You, at least, have an independent staff so that you are really ina 
better position to make it than the Secretary ¢ 

Mr. Srans. Mr. Weisl, if capable and highly competent military 
people differ significantly on a matter like this, I don’t think I would 
presume or that any Director of the Budget should presume to force 
the answers upon them. 

Mr. West. I am sure that is right. 

Mr. Srans. I think it is a decision that has to be made, as I said, 
by the Secretary of Defense with the questions raised and with all 
the facts before him, and, if the decision does not appear to be satis- 
factory, by the National Security Council and by the President. 
And we proceed with that objective in mind. 

Mr. West. Mr. Chairman, my time is up. 

Thank you. 

Senator Stennis. Senator Bush? 

Senator Symington ? 

Senator Smith? 

Senator Smirn. Yes, Mr. Chairman. I am sorry I was called to 
the floor. If I ask any questions that have been asked, I hope I will 
be told about it. 

Mr. Stans, on December 18, 1958, the Department of the Navy an- 
nounced the closing or cutting back of 32 Navy installations. In testi- 
mony during the course of individual inquiries and investigations 
made by the subcommittee’s staff, high naval officials indicated the 
existence of a so-called “chop list” prepared and submitted by the 
Bureau of the Budget recommending the closing or the cutting back 
of these installations. 

Ts this true, and would you comment on it ? 
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Mr. Stans. Senator, I think it is very important that we clarify 
the record “recommended.” We have from time to time raised with 
the Department of Defense a question as to the need for the number 
of installations they have in all of the services. 

We have from time to time made lists of specific installations that 
we thought the Secretary of Defense ought to consider and ought 
to look into for possible closing. 

We have never made specific decisions in that respect. And it is 
inappropriate, although perhaps it is colloquial in Defense, to call it 
a chop list. The decision to close the 32 naval installations last De- 
cember, if that happens to be the number, was made by the Secretary 
of Defense and not by the Bureau of the Budget. 

Senator Smiru. Mr. Stans, when the staff of the subcommittee in: 
vestigated the closing or cutback of certain of these installations, the 
term “within our level of funding” was used to indicate a limit or a 
ceiling which had been set in a particular area of operation, namely, 
naval aviation by the Bureau of the Budget. 

Was such a ceiling set by the Bureau of the Budget or where do 
these ceilings or fund limitations mentioned by the Navy originate? 

Mr. Srans. These fund objectives are fixed by the Seeretary of 
Defense in the aggregate for each service and not by the Bureau of 
the Budget. ‘They are fixed in the regular budget process, as I have 
described it. 

Senator Smiru. Getting back to the closing or cutting back of in- 
stallations which papers to realize economies, could you tell us 
what followthrough is made, if any, to determining whether or not 
these economies do so materialize ? 

I have examples of what I mean: Fort Polk, La., Corpus Christi, 
Tex., Scotia Naval Supply Depot, Scotia, N.Y., and Construction 
Battalion Center at Gulfport, Miss. 

Mr. Scuavs. Senator, would you mind repeating that? 

Senator Smirn. Yes, indeed. Getting back to the closing or cut- 
ting back of installations which purport. to realize economies, could 
you tell us what followthrough is made, if any, to determine whether 
or not these economies do so materialize and for example I am refer- 
ring to Fort Polk, La., Corpus Christi, Tex., Scotia Naval Supply 
oe Scotia, N.Y., and Construction Battalion Center, Gulfport, 

Mr. Scnavs. As you know, Senator, the support for these installa- 
tions is in very large appropriations, $3 to $4 billion in the Army and 
the Air Force, and in the Navy it is broken up into smaller pieces with 
totals around $2 billion. We don’t identify or control the sort of 
thing you describe through the budget or apportionment process. 

Certainly we are interested in the decisions that have been made and 
in the application of funds to those places. But the degree to which 
we follow up is only in the routine course of business. We ascertain 
what decision has been made by the Department and follow it up 
accordingly. 

Senator Smiru. Does the operation of your office insure or inquire 
into areas where the military may spend in excess of its appropriation 
as approved by the Congress, Mr. Stans? I have in mind the recent 
report of the General Accounting Office concerning the Air Force 
Academy where the Air Force was reported to have spent more than 
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Congress appropriated. Do you have subsequent checks and balances: 
in this area ¢ 


BUREAU DOES NOT AUDIT APPLICATION OF FUNDS 


Mr, Srans. We get into that in some respects, but usually onl 
when the matter is called to our attention. We do not audit the appli- 
cation of the funds that are appropriated after we once apportion. 
them for use. 

When something unusual is called to our attention, we try to follow 
it up to see what the facts are and see what the Department of Defense 
does in a corrective way, if corrections are indicated, and whether any- 
thing is necessary in our procedures to prevent a recurrence of the 
same thing. 

I think you mentioned the Air Force Academy. The Comptroller 
General’s report on that is out just recently and we have not yet had 
the opportunity to investigate that in any thorough way to see what 
is involved. 

Senator Smiru. Does the Bureau of the Budget play any part in 
approving the reprograming of funds within any uilitare depart- 
ment ¢ 

Mr. Scuaus. Only if it is submitted as a part of an apportionment 
action. 

Senator Stennis. Pardon me? 

Mr. Scuavs. Only if it is submitted as a part of an apportionment 
action. Once the funds are made available to the Department, they 
have flexibility and freedom to do that. We are, of course, concerned 
if there are major reprogramings that go on that affect our future 
costs or other program decisions. 

Senator Smiru. What review is given to withdrawal of funds from 
priority programs to cover these overall operations? 

Mr. Scuaus. I don’t understand in what context you are raising 
this, Senator. It can come up in various forms, If it requires addi- 
tional appropriations, or if it requires taking money away from some- 
thing which was initially approved, we are concerned. 

Senator Smrru. And you review that yourself? 

Mr. Scuaus. We review where it requires additional appropria- 
tions. 

Senator Smira. Mr. Chairman, I have some more questions and I 
think my time is up. 

Senator Stennis. Do you think you might have to leave? 

We can give you more time now. 

Senator Smiru. No, I don’t want to take anyone else’s time but I 
have two or three other questions that I would like to ask. 

Senator Stennis. Proceed if you will. 

Senator Smiru. Mr. Stans, I understood from your statements this 
morning that the Bureau of the Budget reviews and recommends to 
the President. Was I correct in that understanding? 

Mr. Stans. You are speaking now of the defense budget? 

Senator Smirx. Yes. 

Mr. Srans. We review and in the first instance we recommend to 
the Secretary of Defense. If you are not satisfied with his determina- 
tion on a question we have raised, we can and do then raise the issue 
with the President. 
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Senator Smiru. I think you said you did not make the decisions. 

Mr. Stans. We do not make the decisions. 

Senator Smrru. In making these recommendations would you give 
us a breakdown for the record percentagewise of the number of times 
that your recommendations are accepted by the President ? 

Now, I don’t mean in figures, but just for our information. What 
I am getting at is that you know we think of you as being the final 
decision, and I have one or two illustrations that I would like to use 
before I finish. We just think of the Bureau of the Budget as being 
the President. 

It is my understanding that it is in the Office of the President and 
actually the arm of the President, and when you speak, we think 
that it is the President. I wasn’t quite clear this morning when you 
were talking to us, and I would like to get it cleared up. 


PRESIDENT AS LIKELY TO DISAPPROVE BUREAU RECOMMENDATION AS HE IS 
TO APPROVE 


Mr. Stans. I would like to help, but I don’t believe we have any 
statistical base for indicating the number of times that we make 
a recommendation that the President approves or disapproves. I 
think all I could say on that is in the military area he is as likely 
to disapprove our recommendation as to approve it. Now that is 
an impression, but I can’t prove it statistically. Where there is a 
difference of opinion he places a great deal of weight on his military 
advisers. 

Senator Smrru. If the Bureau of the Budget makes no decisions 
and exercises no control over the various departments and agencies 
of the Government, then why does every departmental report that 
is sent to a congressional committee state that such departmental 
report has been cleared with the Bureau of the Budget and that the 
Bureau of the Budget has no objection ? 

Mr. Srans. Senator, that is another matter, I believe. That is the 
matter of our legislative clearance program. We act as staff for 
the President, in clearing reports of all of the executive agencies to 
the Congress, to determine that the reports are in conformity with 
the program of the President. 

Now in that we are guided by the expressed policies of the Presi- 
dent in his message, particularly in the budget message, and in his 
instructions to us. 

And if there is any question that we can’t resolve with an agency, 
we take it to the President for determination. 


WHO Is “THE LAST WORD” ON BUDGET MATTERS 


Senator Smrrn. Mr. Stans, that you may better understand my feel- 
ing in this, I would like to give you one or two examples to show 
why I come to think that you are the last word as far as budget matters 
are concerned. I recall one experience in particular with respect 
to Reserve armories and training centers 2 or 3 years ago. 

The program was held up several months. When I inquired about 
the delay, the Secretary of the Army informed me that it was delayed 
in the Bureau of the Budget because of the difference between the 
Department of the Army and the Bureau of the Budget as to certain 
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criteria. Another instance that I recall very clearly was when the 
Bureau of the Budget was holding up approval on an Air Reserve 
center. I had my office call the Bureau of the Budget about it and 
shortly thereafter the matter was cleared up. 

Those instances were just two of a number that I have had through 
the years that I have been here which give me the feeling, and some- 
thing that I think perhaps you can clear up for these hearings for us, 

Mr, Srans. I think it would be good to clear those up and it might 
clarify our role. Mr. Schaub has a recollection I think of one or both 
of these. 

Mr. Scuavus. We certainly know about National Guard and Reserve 
projects. You aretalking about construction now. 

Mr. Srans. That’s right. 

Mr. Scuavus. And the construction program is handled differently 
and in more precise terms both in the Congress and in the Department 
and with the Bureau because of its nature. It is now handled on a 
line item approval basis. In the Reserve and National Guard area 
for years, as you probably know, we have had trouble getting a firm 
program, related to appropriated dollars. 

Congress has added dollars to the budget estimates in some years. 
Since the program covers 48, soon 50 States, we have often had con- 
fusion in the status of individual projects in the program. 

Several years ago, because of that, in trying to get the program 
clarified, we got right in the middle and then we got letters from 
nearly every Adjutant General in every State as a result. Since that 
time we have clarified the procedures, clarified the program both with 
the Guard Bureau and with the Reserves so that we have very few 
ee now, and no delays are caused by the Bureau withholding 

unds. 

We may have defaulted in some respects because we have passed 
a great deal of that responsibility back to the Department to deter- 
mine to what projects they want to apply their funds. 

Senator SmrrH. But these were authorized projects ? 

Mr. Scuavs. Yes. 

Senator Smiru. They were ready to go, appropriated for and held 
up by the Budget Bureau I was told. 

Mr. Scuavs. That.is along story, Senator. 

Senator Smirx. I don’t mean to get into individual personal cases, 
but it is an illustration of our position. 


QUESTION OF RELATING DOLLARS TO PROJECTS 


Mr. Scuavs. We had for a number of years more projects author- 
ized and approved than they could accommodate with their dollars. 
And it is that kind of program that I am talking about, to get that 
squared away. 

We are trying to get the program and the dollars related so that 
when you approve something here, you know that. it is going to go 
ahead and be constructed. 

It still isn’t as clear as it should be, but as far as holding up dollars 
that have been requested for these construction projects, we have not 
been in that position for the past year. 

Senator Smirn. Then you are saying that the Bureau of the Budget 
does not have the authority to delay such projects ? 
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Mr, Souaus. We do have the authority if they don’t have a reason- 

able program and do not know where they are going to put the dollars. 

But this gets to be a very sensitive area in the programing on the 
of the Guard Bureau and the Reserves. 

Senator SmiruH. Thank you, Mr. Chairman. 

Senator Stennis. Thank you, Mrs. Smith. May we see what Mr. 
Stans’ situation is? How much more time do you have? When do 

ou think you should leave? 

Mr. Stans. Mr. Chairman, I have over an hour. 

Senator Stennis. I thought that, if necessary, we might confine 
the answers for the time being to Mr. Stans and then if we want to 
continue with the other gentleman later we could, because you will 
have to leave in about an hour from now. 

Mr. Srans. About a quarter to 5. 


COST TO GOVERN MENT OF MILITARY HOUSING 


Senator Stennis. Be sure to allow yourself plenty of time. 

May I ask a few questions here, and then I am going to call on 
Senator Thurmond and also Senator Cannon. 

I wanted to get your opinion, Mr. Stans, on this rather troublesome 
matter of military family housing. Now in our military construction 
subcommittee we have reached out, so to speak, in the last 2 or 3 years 
and more or less claimed jurisdiction authorizing military housing. 

It was authorized originally in the housing bill and the Appropria- 
tions Committee did not pass on it either because under the Capehart 
plan it did not require any appropriation. 

Now we reached a rather firm unanimous conclusion in this sub- 
committee that the Government really got more for its dollars through 
appropriating funds and building the houses. That is a long story, 
but that was our conclusion. 

It is said loosely in arguments that the Capehart housing does not 
cost the Government any money in that the allowances for the quarters 
will pay off the mortgage. Well, now we found that they do cost the 
Government, at the time they are built, on the average of at least 
$750 per unit. 

I don’t know whether you gentlemen are familiar with these figures 
or not, because they haven’t had to have clearance through you. 

We found that the maintenance and operation of those houses cost 
the Government on the average of $75 per month. That is $900 a year. 
That is never paid back. Weare putting the furniture in and keeping 
it up which costs on the average of $25 per month. So there is $1,200 
per unit per year maintenance cost for this house that is not supposed 
tocost any money. 

There is an additional $750 that the Government has to pay out of 
appropriated funds. All these items come out of appropriated funds. 

ow what about us getting back to appropriated funds for these 
houses. Shouldn’t we determine what we need and appropriate the 
money and build them? Would you, asthe budget officer of the Nation, 
care to comment on that, or make a recommendation ¢ 

Mr. Stans. I haven’t seriously considered, in view of the existence 
of the program, returning to direct appropriations. 

Senator Stennis. Yes? 
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Mr. Stans. The facts that you mention have really not come to my 
attention, those facts as to higher costs and so on. 

All I could say today is that I would be happy, in view of your 
question, to consider the question seriously in relation to the next 
budget, and see what facts can be adduced as to the best way to proceed 
with the program. 


COST IS NOT REFLECTED IN BUDGET 


Senator Stennis. I think it certainly should be considered. It jg 
cost to the Government. It is not reflected in the budget now, To 
that extent it is misleading, and it is a plan that will get more houses 
built, but the crude cost liability of the Government is running into 
many billions of dollars. 

I think if I may say so, this is one of the neglected features of our 
military program, neglected both by the legislative and the executive 
branches of the Government. I don’t say that critically. We carry 
some of that responsibility. 

Mr. Srans. We will certainly take a look at it, Senator. 

Senator Stennis. I wish you would, sir. Now about this Air Force 
Academy. I haven’t belabored that matter, but it seems to me, with 
all deference, that the Air Force has somewhat let the Congress down 
on that. 

A bad impression has gone out to the people when they read about it. 

Did you say a while ago you had not had a chance to look into this 
report that has been filed ? 

Mr. Stans. No, there are only two facts that I can give you, that 
have come within my knowledge. My recollection is that last year 
in the original submission the Air Force requested funds to build 
an airport. 

Senator Stennis. An airfield; yes. 

Mr. Stans. We recommended against it, and the Secretary of De- 
fense decided against it. Other than that, all I can say is that the 
question could best be answered by the Secretary of the Air Force. I 
heard him say the other day that there seems to be a misunderstanding 
as to the intent of the language of the law as to what is meant by con- 
struction and equipping, and it is his belief that the expenditures are 
within the meaning of the law. Now I think it would be better if he 
answered rather than I. 

Senator Stennis. Well, the Appropriations Committee has asked 
the Secretary of Defense and he said he hadn’t had time and I suppose 
the Secretary of the Air Force is in the same situation. 

But that is not a very good answer for us to write our constituents 
and it is not a very good answer for us to have to our own satis- 
faction. 

I know when this military construction bill hits the floor of the 
Senate we are going to be asked many questions about it. 

As I understand it, the General Accounting Office reported that 
there was only $139 million authorized for the total programs at the 
Academy, but to date construction expenditures and obligations have 
been made up to $197 million. 

It is anticipated an additional $72 million will be expended, so we 
can now anticipate costs there of around $269 million. 
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Pid you have facts like that before you or any of your staff? 

Were these items discussed or approved ¢ 

What has happened ? 

Mr. Srans. No, Senator. We are studying that report now to 
determine what if any action we should take upon it. But as I say, 
outside of the fact that we recommended against an airfield at the 
Academy last year, I have no specific recollection of having to deal 
with the program. 

Senator Stennis. There were some feelers of some kind last year 
that came to the military construction subcommittee about putting 
it in anyway, however, we turned it down. This year the subcommit- 
tee has indicated that that should not be done until there was line 
authorization. 


GAO AVERS IMPROPER CHARGE TO APPROPRIATIONS 


The General Accounting Office says that certain construction items 
amounting to $2,500,000, in round numbers, were improperly charged 
to appropriations other than construction. 

I don’t make that as a charge but that is what they charge. 

Mr. Scuavus. That is correct and the Air Force is correcting it, as 
I understand it. We have got this matter under study right now. 

Senator Stennis. The trouble is that it has already happened, you 
see. 
Mr. Scuavs. That’s right. 

Senator Srennis. And we are more or less open to criticism be- 
cause the money in some form came through the Congress. Now is 
there any quick way of getting at this matter so we can say something 
definite about it when it comes up for debate, probably next week ? 

Mr. Srans. I think the only quick way to get at it is to ask the 
Secretary of the Air Force to come before this committee and ex- 

lain it. 

, I am sure he has all the facts and it would take us a long time to 
get them independently. 

Senator Srennis. Do you know that they have accumulated the 
facts on this and have it ready ? 

Mr. Srans. I know that the Secretary of the Air Force believes 
that he has an explanation of the entire situation. 

Senator Stennis. Compared with the entire budget, that is a small 
matter, Mr. Stans, but we are on the Armed Services Committee. 
What about your making a memorandum on this so that in the 1961 
budget they are going to have to run the gauntlet before there is any- 
thing approved ? 

Mr. Srans. I will give you that assurance, sir. 

Senator Stennis. I thank you. Senator Thurmond, do you have 
some questions ? 

Senator THurmonp. Thank you very much, Mr. Chairman. I just 
came down to observe. 

Senator Stennis. Glad to have you here. 

Senator Cannon ? 

Senator Cannon. Thank you, Mr. Chairman. I might say that I 
just returned as a member of the Board of Advisers from the Air 
orce Academy last week and I would be very happy to give the 
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committee the results of my inspection out there just as soon ag they 
have the time. 

Senator Srennis. We look forward to hearing you and you ¢ap 
take part in the debate on the bill. 

Senator Cannon. Mr. Schaub, you mentioned that the Depart. 
ment of Defense had reduced the number of planned installations ag 
a result of your comments on the Nike and the Bomare system, 

Do you know to just what extent those installations were reduced# 

Mr. Scuavs. We are going to put that in for the record. 

Senator Cannon. You will submit that for the record ? 

Mr. Stans. Yes, sir. (See p. 249.) 


FUNDS FOR FOUR ADDITIONAL BOMARC BASES NOT REQUESTED FOR RELEASE 


Senator Cannon. May I ask, after funds are once appropriated, 
do you have any control over the releasing of the funds from that 
point on ? 

Mr. Srans. Yes, we do. 

Senator Cannon. I am referring specifically now to the Bomare 
program. 

You will recall that there were four sites authorized in fiscal year 
1958 and 10 authorized in fiscal year 1959. 

Now out of those 14, there are only 10 under construction and the 
funds have not been released for the remaining 4. Is that as a result 
of the cutback in this reduction of planned installations to which you 
refer ? 

Mr. Scuavs. It could be. The funds haven’t been requested to be 
released. 

Senator Cannon. They have not been requested for release ? 

Mr. Sonavs. That is correct. 

Senator Cannon. You also stated that initially the Bomare pro- 
gram through 1963 called for $4.1 billion, if I remember the figures 
correctly. 

IT am wondering what you mean by initially, and I say that in view 
of the fact that we were briefed that originally the program called 
for Bomare sites, in the United States and in 
Canada, and recently the Department of Defense testified that the 
program now called for sites. 

Mr. Scuavs. Senator, the figures that were used in that projection 
were predicated on plans that were generated at the working levels in 
the service. 

It is the basis where ail these things generate from. It is part of 
our problem in reviewing these programs that the plans that initially 
exist go way beyond what they finally come up with even at the service 
level. 

It is the “gleam in the eye” type of planning which always comes up 
and faces us at some future date that we are trying to get out om the 
table in those figures. 

Senator Cannon. To get back to my question, was the $4.1 billion 
based on the original plan of sites ? 

Mr. Scuavs. No, sir, the program was much larger. 

Senator Cannon. It was much larger than the sites ? 

Mr. Scuavs. Yes,sir. I don’t recall the exact number. 
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Senator Cannon. Would you submit that for the record, the num- 
ber of sites on which the $4.1 billion was based ? 

Mr.Scuavs. Yes, sir. 

(The information is as follows :) 


PROJECTED Cost OF BOMARC PROGRAM 


The estimate of $4.1 billion is a rough estimate of the total costs of the Bomarc 
m through fiscal year 1963 based on the assumption that the program 
would consist of squadrons each equipped with missiles. (Present 
planning assumes 30 missiles per squadron; the number of squadrons is pres- 
ently under review within the Department of Defense in connection with the 
preparation of a consolidated plan covering Bomarc, Nike-Hercules, and other 
aspects of air defense. ) 

Senator Cannon. Now you stated that you recommended last year, 
I believe it was in October, that a decision be made between the Nike 
and Bomare systems. After you make a recommendation, do you do 
anything to follow up and find out why no action is taken on your 
recommendations ? 

Mr. Stans. Usually there is discussion of one kind or another, al- 
though there is no formal procedure on that. Our staff is in touch 
with the staff in the Department of Defense regularly on these pro- 
grams and we usually know in a general way w hat the basis of the de- 
cision is, although we have no procedure requiring direct communica- 
tion from the Secret: ry of Defense to me as to why he made the deci- 
sion in a particular way. 

Senator CanNoN. I wonder if you ¢ould tell the committee why you 
miderstand that no decision has been made on your recommendation 
up to this time ? 

Mr. Srans. Our latest information is that the Secretary of Defense 
is considering a revision in both programs under which they would 
proceed on a reduced basis. 

When they come to us in specific funding requests, we would review 
the decision, but after that since it is in the budget, it would not be 
reconsidered by us until we got to putting together the 1961 budget. 

Senator Cannon. Thank you very much. "That is ail. 

Senator Stennis. Thank you, Senator. Since Mr. Stans’ time is 
limited and Mr. Weis] came down from New York, suppose we let Mr. 
Weisl have the rest of the time now if he does have questions. 

Mr. Weisl ? 

Mr. Wrist. That you, Mr. Stans, I would like to go now from the 
development of the budget to the execution of the budget. In that con- 
nection I think that you are too modest in telling the committee what 
your powers and pr estige are 

For instance, in your own ‘statement to the public, you said this: 








The Bureau of the Budget serves him— 
meaning the President— 


by testing each new proposal, questioning its assumptions, judging its probable 
effectiveness, matching it on its merits against alternatives, appraising its 
timing, measuring how thoroughly it has been thought through, considering it 
in the context of the place in an enterprise economy— 
and so forth. 

Now that means that you really do more than you modestly state 
that you do. 
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Mr. Srans. I would not ever want to be guilty of undue modesty 
but I am glad you read that explanation because that is really the 
basic approach to the whole budget, not only the Department of De. 
fense but the whole budget. We question the need for doing some- 
thing. We question the priority with which that need ought to be 
supplied. 

We question the speed at which it ought to be supplied. We ques. 
tion the amount of money that should be invested in it. And I think 
that is the proper function of the Bureau of the Budget. 

Mr. Weist. But to do that function, Mr. Stans, you have to have 
available to you, not by begging for it or getting it secretly, all of the 
material information that a man who exercises such judgment must 
have, isn’t that right ? 

Mr. Stans. Well, you use the word “all.” 

Mr. Wetst. I mean all material. I don’t mean all the details, 


DIRECTOR DOES NOT FEEL HANDICAP BY LACK OF INFORMATION 


Mr. Stans. I think it is important that decisions be well formed 
and well founded. Now it is true that there are some reports in the 
Department of Defense that we have not had, some we have not known 
about. But as I said, I would not want to imply in any way that we 
feel that the absence of that particular information, which is a very 
relatively small part of the total, has handicapped us in any signifi- 
cant sense in performing our function of helping the President. 

Mr. West. I won’t go any further into that. In connection with 
the execution of the budget after Congress appropriates the money, 
what role do you play in the apportionment of that money? 

Mr. Srans. We have a statutory responsibility to apportion the 
money after it is appropriated, and before it is obligated by the agen- 
cies. 

Mr. Weist. What is that statutory responsibility and how do you 
go about executing it ? 

Mr. Srans. I think Mr. Schaub, who basically handles the mechanics 
of that, should answer in this area. 

Mr. Scuavs. The authority to apportion funds is found in section 
3679 of the Revised Statutes, as amended. 

Mr. Weis. Tell us briefly what it is so that the committee can 
know just what your duties are and how you go about performing 
them, because after Congress appropriates the money, we would like 
to know how the money is released, how it is apportioned, and .what 
control you have over it. 

Mr. Scuavs. I would make this suggestion, to save time. We have 
a statement here which has been very thoroughly worked out as to 
what the apportionment process is and what its legal aspect is, and 
we could leave it with you for the record. 

Otherwise if you wish I can read it. 

7 oo West. Whatever the chairman wants. You couldn’t tell us 
riefly. 

Senator Stennis. Summarize it and put it in the record. 

(The statement referred to is as follows :) 
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APPORTIONMENT PROCESS 


The apportionment process was last revised in 1951, and reflects the desire 
of Congress, as expressed in the House Appropriations Committee report at the 
time, “to require careful apportionment of all types of funds expended by Fed- 

agencies and efficient administration of the Government’s business.” 

Actually, the Director of the Bureau of the Budget was first required to 
apportion appropriations in 1933, by Executive Order No. 6166, issued under the 
reorganization powers of the President. The Executive order transferred the 
function of making apportionments, as required by the statute, to the Director 
of the Budget. Previously, apportionments had been made by agency heads. 

The apportionment system is intended to achieve the most effective and eco- 
nomiecal use of funds made available by the Congress, and, for appropriations 
available for a definite period of time, to prevent the necessity for supplemental 
or deficiency appropriations. In the latter cases, the apportionments are usually 
divided by calendar quarters. The law permits apportionments which antici- 
pate the need for a supplemental appropriation, only if needed to meet expendi- 
tures required by laws enacted subsequent to the transmission of appropriation 
estimates, or to meet certain specified emergency conditions. In each case 
where an apportionment is made on this basis, the law requires that a report 
of the facts be submitted by the Director of the Bureau of the Budget to the 

mgress. 

Othe departments and agencies are required to submit requests for apportion- 
ment of their appropriations by May 21, or within 15 days after the approval 
of the appropriation act, whichever is later. These apportionments set forth 
the amount of obligations which may be incurred, and are binding on the agen- 
cies. A violation of the Antideficiency Act occurs if obligations are incurred 
in excess of the amounts apportioned. 

The apportionment process is only one step in the entire budgetary system. 
In the fall of the year preceding commencement of a fiscal year, agencies sub- 
mit their budget requests to the Bureau of the Budget for review. In January, 
as you know, after analyzing all the competing demands and probable available 
revenues, the President submits his budget recommendation to the Congress. 

The agencies’ plans for each fiscal year are brought up to date after the 
appropriations become available in July. The revised plans take account of the 
changes in the amounts expected to become available (such as changes because 
of transfers and reimbursements) and of changes in the situation with respect 
to the program. The plans at this stage usually are more detailed than they 
were at the time the original estimates were prepared. Of course, in many 
instances changes by Congress in the President’s appropriation requests require 
extensive revisions of original program plans. The revised plans are prepared 
in the offices which developed the original budget estimates and are again re- 
viewed and consolidated at successive levels in the agency, to serve as a basis 
for both the apportionment request to the Bureau of the Budget and for allot- 
ments which will be made by the agency when the apportionments are received. 

Agency requests for apportionments are referred in the Bureau of the Budget 
to the examiners who review the agency programs involved. The request and 
the supporting material receive close scrutiny by the examiners in arriving at 
their recommendations on amounts to be apportioned. Reserves may be estab- 
lished “to provide for contingencies, or to effect savings whenever savings are 
made possible by or through changes in requirements, greater efficiency of opera- 
tions, or other developments subsequent to the date on which such appropriation 
was made available.” Amounts held in reserve may not be obligated by the 
agency, but may be released in whole or in part by further reapportionment 
action at any time during the year. 

If the programs transmitted to Congress have not changed materially, it is 
unlikely that review of the apportionment requests would require much addi- 
tional analysis. However, if by the time appropriations are available, the rate 
of obligations has lagged, production slippages have occurred, procurement plans 
have changed, or more economical and efficient ways to carry on the program 
have been developed, it would be expected that requirements for funds would be 
adjusted accordingly. There may be other cases where the Director is not 
furnished sufficient information to enable him to determine whether the appor- 
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tionment will achieve the most effective and economical use of the appropriation 
Under these circumstances full apportionment of funds would necessarily await 
the firming up of the programs. We also consider that normal prudence might 
require the establishment of reserves to provide, for example, for such costs as 
those for subsequent engineering changes in military equipment as a result of 
technological advances. Also, at times, program changes may result in the 
abandonment of certain authorized construction projects for which approprig- 
tions have been provided, thus permitting funds to be reserved. This situation, 
of course, is aggravated by the unavoidable length of the budget cycle. 

Progress on the budget program is reviewed throughout the fiscal year, at 
successive levels in both the agency and by the Bureau of the Budget. The 
statute expressly requires that apportionments must be reviewed at least four 
times each year by the apportioning officer. Our apportionment actions ang 
these reviews do not involve program determinations on our part, but are ip- 
tended to insure that the necessary coordination and program determinations 
are made by the responsible organizations. Periodic reports on the status of 
apportionments are supplemented by more specialized reports which relate ge- 
complishments to cost. Shifts in the agency plans are frequently required to 
meet changing conditions—to finance unforeseen emergencies or to permit gay- 
ings where the workload is less than was estimated or where increased efficiency 
permits accomplishment at less cost than was anticipated. 

Our responsibility as a staff agency for the President is to assist him in his 
assigned responsibilities to expend in an efficient and economical manner the 
appropriation enacted by Congress. 

Mr. Scuaus. Suppose I leave this with you for the record and tell 
you briefly about the apportionment process. The apportionment 
system is intended to achieve the most effective and economical use of 

unds made available by the Congress and—for appropriations ayail- 
able for a definite period of time—to prevent the necessity for supple- 
mental or deficiency appropriations. 

In the latter cases the apportionments are usually divided by cal- 
endar quarters, that is where annual appropriations are used. 

Mr. Weist. Who makes those apportionments ? 

Mr. Scuavs. The Director of the Bureau of the Budget is the only 
man authorized to make apportionments. 

Mr. West. How does he go about making those apportionments? 

What procedure is gone through? Tell us just briefly. 


APPORTION MENTS CURRENT WITH REQUESTS 


Mr. Scuavs. An appropriation is made. The President signs the 
bill. And within 30 days after that signature, the initial apportion- 
ment is required to be made by law. Normally that breaks into 15 
days for the agency to submit the request to the Bureau, and 15 days 
for the Bureau to act on the request. 

In no-year appropriations where program requirements don’t re- 
quire all of the funds initially, sometimes all of them are not requested 
by the agency. So those funds show in reserve. And as the program 
develops, additional requests come before the Bureau. I think Mr. 
MeNeil has testified before the House Appropriations Committee that 
we are 99 and 99/100ths percent pure, or something like that, in rela- 
tion to the fiscal year 1959 apportionments and in relation to the 
amount that was planned to be requested for apportionment, 

The appropriations have been made available to the Department, 
the bulk of it within the first 30 days. 

Mr. Wrist. After the funds are appropriated what justification is 
needed to release those funds? 
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Mr: Scnavus. If the program has not changed or conditions have 
not changed or economies have not developed, then the request is made, 
supported by justifications. — 

ere generally is no question about the release of the funds. 

Mr. Wzist. Who has the authority to release or not to release those 
% 

Mr. Scuavus. The Director of the Bureau of the Budget. 

Mr. Wrist. What justification is needed to get the release of those 


funds! 
PROBLEMS IN AREA OF “NO-YEAR” PROCUREMENT APPORTIONMENT 


Mr. Scuavs. In the housekeeping and support type area, very little 
js required additional to what is contained in the budget. That is the 
military personnel and the maintenance and operations and those types 
of appropriations. 

Tn hoes appropriations which are generally annual appropriations, 
and the money expires at the end of the year if it is not used, it is 

uested and the apportionment is approved on a quarterly basis. 
"he form is broken into quarters so that there is a reasonable spread 
of the dollars so that the agency will not incur a deficiency within the 
appropriation. —_ 

Phe real question that you are getting at in the apportionment 
process comes up in the no-year appropriations, where we have large 
amounts, largely in the procurement area, where there have been 
modifications in the program, where decisions need to be made, where 
the schedule of production may have changed or some other factor 
may have come into the picture, or in some cases new developments 
might have made obsolescent the original program that was requested 
from the Congress. 

Mr. Wrist. Now suppose you decide that a weapon system is obso- 
lescent or obsolete and no longer of any practical use, and the funds 
have been apportioned for that weapon system. 

Would you deny the use of those funds? 

Mr. Scuavus. Mr. Weisl, we do not determine whether a weapon 
is obsolete or no longer useful. We might raise a question about it. 

Mr. West. I know, but under the law you could deny the release 
of those funds. 

Mr. Scuavs. If it is a serious question that needs answering, we 
would defer action on the apportionment until the answer was made 
available. That is generally our approach to that kind of a problem. 

Senator Stennis. Would counsel yield right there to follow this up? 

Mr. Weis. Certainly. 

Senator Stennis. Of course, on a major matter, such as 100 bombers 
or other matter of equal importance, you would refer that almost 
immediately to the President, wouldn’t you ? 

Mr. Scuaus. If we had a question we would first take it to the 
Secretary of Defense, if it were a major issue of that sort. 

Mr. West. But there wouldn’t be any delay there. You would 
pass that right on to the President; is that right? 

Mr. Scnavs. And sometimes in this huge, complex business we are 
dealing with, one hand doesn’t always coordinate with the other 
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hand, and we get a picture of that sort which we ask the Department 
of Defense to straighten out before we make the dollars available, 

That happens occasionally. 

Mr. Wrist. Mr. McNeil, who is the Comptroller of the Department 
of Defense, testified before the subcommittee of the Department of 
Defense Appropriations Committee of the House to this effect, and 
I quote: 

In addition, prompt apportionment was facilitated by an arrangement with 
the Bureau of the Budget under which funds were apportioned for a number 
of items about which full program understanding had not been obtained, subject 
to release by the Secretary of Defense at such time as discussions of the par- 
ticular item were satisfactorily concluded. 

Mr. Stans. That was an arrangement—— 

Mr. Wrist. That was an arrangement under the 1959 budget, as I 
understand it. How does that work? 


DISCRETION AS TO DISTRIBUTION ASSIGNED TO SECRETARY 


Mr. Stans. It works this way: There was an urgency in getting 
the apportionments of funds last fall after Congress made the 
appropriations. 

There were some matters on which final program decisions had 
not been made, some matters in which justifications were not ready 
to be submitted to us. We apportioned the bulk of the apportion- 
ment request immediately. We included funds for a list of items 
totaling $2.5 billion about which we had no fundamental question 
except as to timing and completion of the planning, with the under- 
standing that the Secretary of Defense would release them when he 
had determined that the programs should go ahead. 

In other words, we apportioned the funds to the services, but subject 
to release by the Secretary of Defense, so that he would make the final 
decision as to timing and proceeding. 

Now in addition to that there were some other items which the 
Department of Defense was not ready for, which we held in reserve 
in the Bureau of the Budget awaiting final justification. 

Those added up to about a billion dollars. 

Mr. West. In that connection, Mr. Stans, you were kind enough 
to furnish us, at our request, with items that were apportioned su 
ject to specific release by the Secretary of Defense prior to obliga- 
tion of funds together with a list of items on which funds are with- 
held from apportionment for further justification and additions to 
this list by action of the Bureau of the Budget. 

Now these funds in the first instance, those to be released by the 
Secretary of Defense, amount to about $2.5 billion, and those to be 
released subject to the approval of the Bureau of the Budget amounted 
to about $925 million. 

Mr. Srans. That is correct. 


QUESTION AS TO IMPROVEMENT IN ARMY RIFLE 


Mr. Wrist. Now among the items that were not to be released ex- 
cept by the Secretary of Defense was the 7.62 machinegun and the 
7.62 millimeter rifle. 
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Those are the newest and most modern rifles that General Taylor 

ke about in asking to modernize the Army, is that right? 

Mr. Srans. I understand that’s right. ; 

Mr. West. Why was it necessary to withhold approval of the re- 
jease of funds appropriated by Congress for the use of a more modern 
weapon for the Army ¢ : oir f 

Mr. Scuaus. May I explain that? The question is what is or what 
isnot modernization. 

Senator Stennis. Will you speak just a little louder, please, sir? 

Mr. Scuavus. Yes, sir. The question is what is and what is not 
modernization. 

We felt that before the Department of Defense committed itself to 
going down this road of completely equipping all our forces with a 
new rifle and a new machinegun, somebody should face up to the ques- 
tion whether this particular weapon is sufficient improvement over 
what we now have. In relation to what they are planning as to the 
next development in this area, and the other types of weapons which 
are in the arsenal and being developed for a kind of war or military 
emergency which may not involve the use of large numbers of these 
small arms, it should be considered very carefully. 

It involved establishing sources of supply—I think five different 
sources of supply. If you get them established, you have a problem 
in the event a question comes up later in the program or you decide 
toadjust the production. 

So we felt that before we got into that sort of an exercise, some- 
body should take a thorough look at this. 

And that was the whole purpose. Part of it was on the Secretary’s 
list, part of it was on the budgetary reserve list. 

Mr. Weist. What subsequently happened ? 

Mr. Scuavs. They are going ahead in an orderly procurement of 
this weapon, and there has been no delay. 

Mr. Wrist. What do you mean by orderly examination of the need 
forthis weapon? Was it recommended by the Secretary of the Army, 
the Chief of Staff of the Army, the Field Commanders? 

Mr. Scuavus. Yes, sir. 

Mr. Wrist. Would you tell the committee what you mean by a more 
orderly appraisal of the need for this modern rifle? 

That is the most modern one that was available, wasn’t it? 

Mr. ScHavs. Yes, but it was going to cost a billion dollars over a 
number of years to equip the troops on the basis of their requirements 
of this weapon. 

Mr. Wrist. But this procurement was only for $15 million for the 
machinegun and $25 mitfion for the rifle ? 


IT WOULD HAVE BEEN “THE FOOT IN THE DOOR” 


Mr. Scnavs. That’s right, plus the ammunition. This is just the 
foot in the door in this program, and we felt that before we embarked 
on a huge commitment of that sort, this question should be thoroughly 
evaluated. I can’t talk to the various technicalities of it, but there 
were technical questions with respect to it. 

Mr. Wrist. Was there any question in your mind about the need 
for more modern rifles and machineguns for the Army ? 

87855—59—pt. 2—5 








268 MAJOR DEFENSE MATTERS 


Mr. Scuavus. There was a question in my mind that the marginal 
improvement of this weapon over the M-1, which we have, was suff. 
cient to raise the question as to the extent we should commit our re. 
sources, in view of the Army’s more serious requirements for modern- 
ization in other areas. 

And we just did not think that this would meet the criteria if it were 
put under a close scrutiny. However, the judgment was that I was 
wrong. 

Mr. West. I notice that in your apportionment sheets which you 
supplied for us, it is provided that the machinegun and the rifle must 
be approved by the Secretary of Defense before it is apportioned, but 
the ammunition for the rifle and the machinegun must be approved 
by the Bureau of the Budget. 

What was the logic of that ? 

Mr. Scuavus. There was no substantive issue here. Before this 
action, the question came up because the contractor was running out 
of work at one of the arsenals. 

Mr. Wrist. Suppose the Secretary of Defense approved the rifle and 
the machinegun and then you refused to supply the ammunition ? 

Mr. Scuavs. I don’t think you would find us doing that. All Iam 
saying is that the reason it was on this list was because there had been 
a question on the ammunition requiring clarification, and then the 
1959 appropriations came into the picture and the total was involved 
at that time. 

It has been released since. 

Mr. Weis. Now there was a provision also in this sheet that $218 
million asked for 

Mr. Scuaus. I could amplify on that previous answer, sir. 

Mr. Weist. All right. 

Mr. Scuaus. The reorder for ammunition would not have to be 
placed until the last quarter. 

Mr. Wrist. Sir? 

Mr. Scuaus. The reorder money on the ammunition was not re- 
quired until the last quarter, so that it was not necessary to release it 
at this time. That was agreed to by the Department of Defense pend- 
ing the final decision. 





DIVIDED APPORTIONMENT DISCRETION ON NIKE-HERCULES 


Mr. West. In the sheet requiring an approval by the Secretary of 
Defense prior to obligation of the funds, we have listed the Nike- 
Hercules, and the sum that was held up amounted to $218 million. 

Also on the sheet of items that must be approved by the Bureau of 
the Budget was the Nike-Hercules with the sum of $27.5 million. Will 
you explain why the $218 million released had to be approved by the 
Secretary and the $27.5 million for the same weapons system approved 
by the Bureau of the Budget ? 

Mr. Scuavs. As I recall, the $27.5 million was a matter of funding. 
The $218 was a matter of policy and program. 

Mr. Weist. What do you mean? Due to my ignorance, I don’t 
understand the difference. What was the difference, did you say? 

Mr. Scuavs. The program policy money was placed on the Secre- 
tary’s list. There was almost general agreement that all of the funds 
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available or requested would not be required, even though the program 
was decided, and I think that was the reason for the $27.5 million on 
the budgetary reserve list. 

Mr. West. The $27.5 million was the sum that would be required 
in the first instance tosupply the program. : 

Mr. Scuavus. No; that might not be required at all for this par- 
ticular period. eee 

Mr. Wrist. If you had a program of $218 million in Nike-Hercules, 
you had to have funds to supply that program. 

“ Mr. Scuavs. That is correct. 

Mr. Weist. Now if the Secretary approved the program under this? 

Mr. Scuavus. He already had the funds to support it apportioned 
to him. 

Mr. Weist. But you would have to approve the funds before they 
were released ? 

Mr. Scuavs. Not the $27.5 million. That was over and above the 
$218 million. 

Mr. West. What would the $27.5 million buy ? 

Mr. Scuavus. The $27.5 million was excess funding, as I recall the 
story. 

Mr. Wetst. What excess ? 

Mr. Scuavs. When the programs come up and are included in an 
apportionment, or sometimes even in a budget, they put a provisional 
price tag on. Closer analysis sometimes indicates that it isn’t going 
to cost that much. 

They don’t need it, at least during the period they are talking about. 

And funds are either withheld or withdrawn accordingly. 


DISCRETION WHETHER FUNDS ARE EXCESS 


Mr. Wrist. Who makes the determination of whether they are 
needed or not ¢ 

Mr. Scnavs. Generally there is agreement on that by everybody 
concerned. 

Mr. Wrist. Suppose there isn’t agreement? Where there is agree- 
ment there is no problem, but supposing there is no agreement? 

Mr. Scuavs. If there is no agreement, it can be determined by the 
Secretary of Defense’s office, or it could be determined by the Bureau 
of the Budget, subject to further justification. 

Mr. Wrist. But there was agreement under this list that you gave 
us? 

Mr. Scuavus. Yes, sir. 

Mr. West. That it had to be approved by your office, this particu- 
lar $27.5 million ? 

Mr. Scuavs. The release of all budgetary reserves have to be ap- 
proved by the Bureau of the Budget. 

Mr. Srans. Can’t we clarify this point, Mr. Weisl, by a statement 
for the record ? 

_ I think what Mr. Schaub is saying, and I am not familiar with the 
item, is that $218 million turned out to be adequate to supply the pro- 
gram to the extent that it was intended. 

_ We put the additional $27.5 million in reserve on the ground that 
it may not be needed. 
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Now we can clarify that further by a full statement in the record, 

Mr. Scuavs. If that is not correct, I will have to correct it. in the 
record. Iam speaking from memory. 

Mr. Wrist. Did the Secretary agree with this method ? 

Mr. Srans. The method of having the $2.5 billion reserved to him 
was proposed by him. It was his idea, so that there would be no delay 
in the apportionment process, and with the understanding that he 
would personally be the one to release that money, since we were satis- 
fied to release it if he were satisfied. 

What we also wanted from him, in the case of those items on the 
$2.5 billion list, was a conscious decision that they should go ahead, 

Mr. Weist. But on the second list that you had to approve, the 
Secretary must have wanted those items, or he would not have put 
them on the list, which amounted to $925 million. It would have to 
be approved by you. 

Mr. Scuaus. Let me explain that. This second list is a composite 
list that was developed by the Joint Staff initially. The Secretary of 
Defense did not request apportionment of funds for some of the items 
that were on that list, nearly half of it. The Bureau of the Budget in 
the review of this whole program and the refinement of these lists 
added some items to the Secretary’s list, added some items to this 
second list. 

All of this was done by discussion generally with the Department of 
Defense. What happened to these items that were on the second 
list is a question which is very difficult to answer because we do not 
have that amount of funds in reserve anymore. 

We have made most of those funds available to the Department of 
Defense. Some of the funds have been used for other items as a re- 
sult of reprogramming and decisions that were made in connection with 
the 1960 budget. So I want to avoid confusion in that area. 

Mr. Wetst. Does the Secretary of Defense have the right to take 
out of a programed fund the funds for a particular program and 
apply them to another program, without your consent ? 


BUREAU MAY NOT REVERSE JUDGMENT TO REPROGRAM 


Mr. Scuavus. Yes, sir, as long as the dollars are apportioned in the 
procurement appropriation, he has no legal requirement to come back 
to us for anything. 

Mr. Weis. How can you say that the Secretary of Defense did not 
request the items on the second list? If he had not wanted those items 
funded he would not have included them in his apportionment request. 

Mr. Scuaus. Not all were included in the initial apportionment 
request. 

Mr. West. How did they get in ? 

Mr. Scuaves. I tried to explain that the second list was a composite 
list composed initially of those things which were developed by the 
Secretary of Defense's office that they were going to put on a reserve 
list and not ask for the funds. They did not ask for nearly half of the 
funds on the list as they submitted it. 

We added additional items to that list 
recall. 


about $500 million as I 
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i, | Mr. Weitst. Did you add additional items to that list without any 
= | uest from the Secretary of Defense? 

Mr. Scuavus. We added additional items on the list where we felt 

that there was a question that needed deciding by the Secretary of 

Mn Defense or the services, yes, sir. We deferred action and just ex- 
'y panded the list that the Secretary had initially established. 
16 Mr. WEISL. Then you do really go beyond what the Secretary or 
S- | the services want or establish ? 

Mr. Scuavs. In a case of this sort, yes. 


1e Mr. Weis. But this sort included almost every weapons system 





d. | outside of the strategic striking system in the categories. 
1e It included Nike-Here “ules, the Corporal, the Redstone, the 
ut | Pershing. 
to Mr. ScuAvs. There are a great many reasons for putting things 
on the list. 
te | I could go into the details of it with you if you wish. However, it 
of should be made clear 
as | Mr. Wrist. What are some of the reasons? I am just trying to 
mn ' find out how this thing works. 
ts Mr. Scnavs. Let me clarify it. 
> | This was an administrative arrangement for this year only. We 
had never done this sort of thing before. I don’t know whether this 
of will be done in the future. But at the time it seemed like a good idea. 
id Mr. Weist. Again I saw you had close to $4 billion on this list. 
ot | Mr. Scuaus. Let me explain. For the items on the Secretary’s 
list, the amounts requested for apportionment were apportioned. 
of The items were put on tho list and the services were not supposed to 
- contract for those items in those amounts without approval of the 
th Secretary of Defense. We had an administrative arrangement with 
the Secretary of Defense’s office that they would check with us. 
ke In the case of the second list, a lot of the items were dropped out 
nd | by the services and disappeared from the program. The rest have 
| been made available and the services have gone ahead with them. 
Mr. Wrist. Let me try to reconcile and pull together this testimony. 
You testified that you had grave doubts about the Nike-Hercules, 
h | that’s right, isn’t it? 
: k Mr. Scuavus. Yes, sir. 
' Mr. Weist. And then you say now that a list was submitted not 
' to be released until it was approved by the Secretary of Defense, and 
. he was to check with you. 
me Now on that list is the Nike-Hercules for $218 million, the one that 
: you had grave doubts about? 
. Now did he release that and did he check with you before he re- 
leased it ¢ 
; Mr. Stans. I think there is a confusion in the questioning and the 
_ answering between the two lists. 
the Mr. West. Let’s straighten it out. 
rve 
the SUBSTANTIALLY ALL OF MONEY ON SECOND LIST RELEASED 
s I Mr. Stans. On the list which added up to $2.5 billion, we made the 


apportionment, which means that we released the funds to the Sec- 
retary, asking him only before he released them for obligation, that 
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he make a conscious decision again that he wanted to go ahead with 
those programs. 

As to the other list of about $900 million, there were a number of 
reasons why we felt that we were not ready to release the money 
to the Secretary of Defense or to the services, and we withheld it 
pending further justification or further development of the facts, 

Since then, requests have come in for releasing of this money and 
we have released substantially all of it. k 

We have not in any way impeded the development of the Depart- 
ment of Defense programs by the procedure. 

We attempted to find a simplified procedure this year, which the 
Comptroller of the Department of Defense has indicated is much 
more satisfactory than the previous procedure. 

Mr. Scuaus. Mr. Weisl, the Hercules, Bomarc, and Hawk pro- 
grams are all part of the same problem. As a result of fiscal year 
1959 military construction authorization and the resultant 20 per- 
cent reduction in construction funds for air defense, the Secretary of 
Defense has requested the Joint Chiefs of Staff to review planned de- 
ployments and requirements for those three missiles. 

This was put in reserve until those decisions were completed. 

Senator Stennis. Would counsel yield on that point? 

Mr. West. Certainly. 

Senator Srennis. That was really required by law wasn’t it! 

Mr. Scuavs. Yes, sir. 

Senator Stennis. Under the Military Construction Act? 

Mr. Scuavps. Yes, sir. 

Senator Srennis. So to that extent it was outside your regular 
pattern. 

Mr. Scuavs. That’s right. All we were doing is the mechanical 
job of reserving the funds until the decision. 

Mr. Wetst. What became of those funds that you reserved? Now 
you reserved for the Nike-Hercules $27.5 million. What became of 
that $27.5 million ? 

Mr. Scuavs. We initially reserved the $27.5 million. 

Mr. Wetst. It isan item that had to be justified to you? 

Mr. Scuavs. Yes, sir. 

Mr. Weist. Before it could be released ? 

Mr. Scuavs. Before it could be released. 

Mr. Weisu. What happened ? 


ALMOST ALL OF NIKE-HERCULES MONEY USED 


Mr. Scuaus. The money has been presumably reprogramed and 
spent on some other programs. 

Mr. Wrist. Was it or do you presume that ? 

Mr. Scuavus. We released all the funds that were requested for that 
purpose. The Army has used $25.3 million on the Hercules program 
of the $27.5 million. 

Mr. Wrist. And you released that despite the grave doubts that you 
had about its usefulness ? 

Is that right? 

Mr. Scuavs. Yes, sir. They have also used the $218 million that 

ras on the Secretary’s list. 
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Mr. Stans. I would like to say here that once the decision was 
made by the President in connection with the preparation of the 
budget, in the absence of any compelling circumstances, we would 
not be inclined to withhold the money after it had been appropriated. 

Mr. Weist. But this was made out after the money was appro- 
priated, Mr. Stans. | 

Mr. Stans. That’s right. We asked the Secretary of Defense to 
make a conscious decision again that he wanted to go ahead with this 
program. = 

Mr. Weist. And then you had to make a further decision as to the 
other programs 2 

Mr. Srans. That’s correct. 

Mr. Wrist. As to whether you should abide by the Secretary’s 
request ? 

Mr. Stans. That’s correct, as to the $900 million. 

Mr. Wrist. And you did abide by the Secretary’s request despite 
the fact that you had grave doubts about some of these items, such 
as the Nike-Hercules ? 

Mr. Srans. We had doubts about some of them. In others the 
justifications had not been submitted or the request for release had 
not been made, or they were held up for reasons such as the study by 
the Joint Chiefs of Staff. If it would help clarify this issue, we could 
submit for the record the reasons why every single item in this list 
was reserved. I think all items would fall in one of those categories. 

(The information referred to is as follows :) 

Funds for the following list of items totaling $925.4 million were not appor- 
tioned in September 1958. Reasons for Bureau of the Budget action on each 
item are stated below. 

DEPARTMENT OF THE ARMY 


PROCUREMENT OF EQUIPMENT AND MISSILES, ARMY 


Millions 
De ee RMI SION os it cet cu lee neal Se $33. 0 
Apportionment action was withheld pending determination of the 
funding requirements relating to the number of production facilities 
and their proposed rates of production, together with the availability 
of the related weapons. 
ee ed AA DoeGemas: Syston wiiikiemnin teen Meee Ua sual fo 6. 2 


Of the $15.2 million requested for FSG—1 modifications, $6.2 million 
for system equipment modifications was withheld to avoid initiating 
improvements duplicating SAGE capabilities. 
NIN a cle :-it conceptual sales celebs nen itil a alii allit eth tke AMD nn. lh kad th 37.3 
The funds withheld related entirely to LaCrosse I, which was con- 
sidered a marginal weapon in view of the relatively small time gap 
until the ultimate Mod. I becomes available. 
NNO an asnilid css ns Bk ata elias en sh in et oT Sa > OU ABA E 3 suey 27. 
$7.5 million of this amount was not requested by the Department 
of Defense. A 20 percent reduction in the 1959 military construction 
authorization program resulted in an imbalance between construction 
of sites and procurement of ground equipment for those sites. The 
apportionment action withholding an additional $20 million for a total 
reserve of $27.5 million reflected this reduction in ground equipment 
procurement. 
(Classified item ) 2 
ER epee Le I ear Bee hes Bee 13. 
Funds not requested by the Department of Defense. 
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DEPARTMENT OF THE ARMY 


PROCUREMENT OF EQUIPMENT AND MISSILES, ARMY—continued 


Millions 
Redstone and engineer equipment for Redstone__-_..------------_______ $82, 6 
The Army program contemplated apportionment of $142.6 million Pe 
for these items. The Department of Defense did not request $14.6 
million of this amount. Bureau of the Budget action increased the | Rs 


amount in reserve by $68 million for a total of $82.6 million. In 
view of other competitive weapon systems, the marginal nature of 

Redstone, and the relatively early availability of follow-on weapons, 

the amount apportioned ($60 million) contemplated a more orderly 

phasing of the Redstone program and questioned the necessity for 
continuing delivery of missiles after September 1960. Equipping 

Redstone units beyond the then approved [deleted] battalion level 

was also questioned. The apportionment contemplated continuing 
contractor and Army Ballistic Missile Agency engineering effort in 

1959 at current levels. 
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Funds not requested by the Department of Defense. 
Pe 1 ceupeeaptinerbecaeyd-arsinpieinuces i oe 9.4 G 
This involved four items on which apportionment was withheld 
in view of changes in stated Army requirements after the initiation 
of the apportionment request. 
TES, WNONeTee TMD, e218 i i ie ce i 3.1 
Funds not requested by the Department of Defense. 
I a caries denen tags esiatutteelbmapicainas 2.3 
Funds not requested by the Department of Defense. 
"Tbk, “Somat, OP tai) BER. LS) eee el 72.0 
Funds not requested by the Department of Defense. 
a pr MR FT I rege erro rere csv depron 15.0 
Funds not requested by the Department of Defense. 
rie: Teese em) GEIS os ee a ee Le oJ Hh ga® 
Funds not requested by the Department of Defense. 
I paseo ar lenenhion Sochenir inv end add, 49.8 
Of the $49.3 million, the Department of Defense did not request S 
$23.0. Apportionment of the additional $26.3 million was deferred 
by the Bureau of the Budget in view of the marginal nature of the 
requirement for additional procurement in 1959 from a second source 
of production. 
B-2800 engine fer H-S7 helicopter... 22 2-2 1.0 J 
Funds not requested by the Department of Defense. 
BERG —4 Bre ree eae ei es bios eo eee i ald 3.3 
Funds not requested by the Department of Defense. 
AN/APN-78 Doppler navigator 
Funds not requested by the Department of Defense. 
Grader, road, motorized, DD, 12-foot 
Funds not requested by the Department of Defense. 
eases senims ests rmssiceiebrininemmnaneneasvioneniansnimasll 2.8 
Funds not requested by the Department of Defense. \ 
GComprommen: Gris td: 010 et oes cls. Soe teeds ai sent dette nde 7 
Funds not requested by the Department of Defense. 
eee, Teele. eee wal. Covlanmible eee eee eeeenenn cul 1. 
Funds not requested by the Department of Defense. 
Generator. tet; te, Ge nycle GD is ek eet Sco suesds st de ih 
Funds not requested by the Department of Defense. 
Cart, Say eee 0 AM ke sn edie baie bn reise ects a 3.5 
Funds not requested by the Department of Defense. 
Cart, Ce Os vencinesi cekinithiad hha bnsieciegciisinednonsnkiacill 8 I 
Funds not requested by the Department of Defense. 
I et let ee 12.5 
Funds not requested by the Department of Defense. 
Redstone Arsenal—Acceptance control facility._.._...........--_--__-_- 1.0 
Funds not requested by the Department of Defense. 
I ag shen 
Funds not requested by the Department of Defense. 
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DEPARTMENT OF THE ARMY 


PROCUREMENT OF EQUIPMENT AND MISSILES, ARMY—continued 


Millions 

i OROCEIO TONING oven cncerenaninaewncenecnnmanenmnn $5. 7 
Funds not requested by the Department of Defense. 

ET OS SAIRGL ACUI TR en renee tnetnahnge cietoth ane meatneweprt penta —pn atone inte wel 3.4 


Apportionment was deferring pending reconsideration of the rela- 
tive priority of this mobilization reserve requirement in relation to 
the need for other combat essential material, and for resolution of 
technical questions on the proper proportion of the various types of 
rolling stock required for a balanced train. 





RS, I -coacoeis ant end r= dhiaiatd vt Becta an tan deedleaanhe becca: memeaaitaiaesan ean 461.3 
DEPARTMENT OF THE NAVY 
AIRCRAFT AND RELATED PROCUREMENT, NAVY 
Grumman flight test facility, Calverton, Long Island____________________ 6.5 
After consultation with Navy representatives, it was indicated that 
the proposed program of land acquisition for runway end zone pro- 
tection could be accomplished with an apportionment of $2.5 million. 


MARINE CORPS PROCUREMENT 


Menck 290 ton ampliih, ~M-167i oo) tO) eb) os te 1.0 





Funds not requested by the Department of Defense. 
OU, TIORWG OR DO So ee Se es ees Se 7.5 





DEPARTMENT OF THE AIR FORCE 
AIRCRAFT, MISSILES, AND RELATED PROCUREMENT, AIR FORCE 


St ceeAie WOOD BIRR nwmentianst>auisiertemnmwertenmnicnetl 71.2 
In view of the availability of over $70 million of unobligated 
funds for spare parts, the lack of adequate management tools for 
spares, and the lack of information to substantiate requirements, 
these funds were placed in reserve pending additional justification. 
EE LLL DOLL ELLIE NE LN ELLE LES IEE. REE EIBE 15.0 
These engines were being competitively developed by the Air Force 
for application in several missiles and aircraft. Logistic experience 
has demonstrated the economy and efficiency of a single rather than 
a multiple item of support wherever practicable. Since it was con- 
sidered that development had proceeded to a stage where a decision 
could be made between these models sufficient funds were appor- 
tioned ($30 million) to carry both programs until December, by 
which time it was hoped a selection could be made. 
a ehenicreelll 27.4 
In view of the availability of competitive and more advanced tech- 
nological weapon systems, $14.9 million was apportioned to carry 
this program through December, by which time it was hoped a de- 
termination could be made whether to continue this weapon system. 
Faleon a iT eck eee oe 
Funds not requested by the Department of Defense. 
ee A ae eRe a 
Funds not requested by the Department of Defense. 
Facilities/modifications not justified__..._......._-__-_-_-_-_--_-_- 
Funds not requested by the Department of Defense. 
ed SE a csieandeenteesninicidiamenmintiinpetimenes 
Funds not requested by the Department of Defense. 
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DEPARTMENT OF THE AIR FORCE 
AIRCRAFT, MISSILES, AND RELATED PROCUREMENT, AIR FORCE—Continued 


Millions 
Ce as ain rene eloennee caiman Se $12.5 
In view of the questionable necessity and extremely high total cost 
of this project apportionment of procurement funds for further sup- 
port of this program was not approved at that time and the $12.5 mil- 
lion specifically programed for 1959 was placed in budgetary reserve. 
The $5 million of the 1959 research and development funds which 
were apportioned, together with prior year funds previously applied, 
were intended to carry the studies underway at least through Decem- 
ber 1958, by which time it was hoped a decision could be made 
whether to continue the project. 
ON 8 Bea eM i 40.1 
The $40.1 million of Air Force procurement funds which the De- 
partment of Defense planned to transfer to the National Aeronautics 
and Space Administration was placed in reserve pending completion 
of the actual transfer actions, since it was not contemplated that 
these funds would be obligated by the Department of Defense. 
Procurement other than Aircraft and Missiles, Air Force: 
a chnareerniperagrseenodebavetereaieeie 
Bw Comeeeoeton Byes (a00-14) 
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The bulk of the funds for these interrelated projects was placed 
in reserve until preliminary policy and technical reviews which were 
then in process within the Department of Defense indicated a clear 
need for procurement for these projects in addition to the specific 
communication system equipment procurements otherwise provided 
for in the apportionment. 
Nee ree pieripe eberentn em eemciacenenn 2.5 
Funds not requested by the Department of Defense. 
Neen een nn nn ne ain nen omen 1.0 
Funds not requested by the Department of Defense. 
Cee nn eere mare aresenn omen 15,2 
Funds not requested by the Department of Defense. 
ee er ee, ee ee ee 17.0 
Funds not requested by the Department of Defense. 
TS 1 et ai heer nonnegative 2 5.6 
Funds not requested by the Department of Defense. 
ee 1 gh Sell lll aE ae. 1.1 
Funds not requested by the Department of Defense. 
2-O0o eee eee Saiaetanesatittaries uceraced inde oneniecee tee 5 
Funds not requested by the Department of Defense. 
T-33 cockpit procedures trainers ; 
Funds not requested by the Department of Defense. 
are ac Coren ot ewer oe neu ee memene ee meng yee Sak! ~ b op/KE ld: SR 15.3 
Funds not requested by the Department of Defense. 
ee es See ee ee eee 8 
Funds not requested by the Department of Defense. 


Revised cost estimates were received after the apportionment was 
initiated which indicated a reduction of this amount in the total 
cost of the 1959 program. 


ne ee ee Oe 456. 6 


a ae ene ee ee ee ee eee 925. 4 


Senator Smirn. Mr. Chairman, will the counsel yield for a question! 

Mr. Wetst. Will you please do that ? 

Senator Stennis. Senator Smith ? 

Senator Smirn. Mr. Stans, aren’t you saying to the committee that 
you really are the last word in the spending of money for the Gov- 
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ernment, if you can control the spending of it by holding it up until 
you feel it is advisable to let it go? 

Mr. Stans. No, Senator, I wouldn’t say that. We are not the last 
word. Both before and after appropriation, we have a responsibility 
and aright, to question the use of the money. After appropriation, our 
responsibility is in the statute to see that the money is still needed 
before it is apportioned. 

We do that, but we haven't the final word because if we held 

up $50 million or $100 million for any program that the Department 
OF Defense wanted, the Secretary of Defense could go immediately 
with me to the Pr esident and we would talk it out. 

The greatest authority we have then is by our actions to refer to 
the President for a decision any matter on which we are still not satis- 
fed. Wecan’t do it alone. 

Mr. Scuaus. Mr. Stans, I think it would be of interest-——— 

Mr. Stans. Off the record, please. 

Senator Stennis. Off the record, Mr. Reporter ? 

(Discussion off the record. ) 

Mr. Scuavus. It can be on the record if you wish. 

Senator Stennis. All right, back on the record. 


$49,717 MILLION APPORTIONED OF $49,865 MILLION REQUESTED 


Mr. Scuavus. The status of our apportionments as of May 19, is 
this: The Department of Defense financial plan dated January 19, 
1959, contemplated a planned apportionment program for general 
and special fund accounts for fiscal year 1959 of $50,600 million. The 
Department of Defense has requested of that amount $49,865 million. 
The Bureau of the Budget action to date has apportioned $49,717 
million. 

The confusion that we have gotten into here, Mr. Weisl, is that 
while certain total dollar amounts have been withheld from appor- 
tioment in accordance with the Bureau’s authority in the statute, 
we also entered into an administrative arrangement when we estab- 
lished there two lists. The lists were not an exercise of independent 
authority as far as the Bureau of the Budget is concerned. They 
were administrative arrangements between the Bureau of the Budg- 
et and the Secretary of Defense; the dollar tags on the lists were 
the amounts that were used administratively for control purposes. I 
don’t know whether that clarifies it or not. 

Mr. West. It clarifies how these lists were prepared but it does 
not clarify as to why approval was given to an item about which you 
had—— 

Senator Cannon. Will the counsel yield for a question ? 

Senator Stennis. All right, Senator. 

Senator Cannon. Do I correctly understand this now: 

That in view of your doubts about the Nike-Hercules, you had held 
up on your list and on the Secretary’s list $245 million, and despite 
those doubts, you have now released all except $2.7 million of that 
$245 million ? 

Mr. Stans. That is correct, on the Secretary’s recommendation that 
the programs should go ahead. 
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Senator Cannon. Thank you. 
Senator Stennis. All right, counsel, you may proceed. 


WITHHOLDING OF FUNDS APPROPRIATED FOR FISCAL YEAR 1959 


Mr. Wetset. For the current fiscal year 1959, Congress appropriated 
add on funds in the sum of $90 million for maintenance, $556 mil- 
lion for KC-135’s, $140 million for strategic airlift and $48 million 
for Hounddog. This was for additional development and/or produc. 
tion. 

These funds were authorized following a careful evaluation of the 
Air Force position that it was imperative that these additional funds 
be immediately authorized. 

What part of these funds has the Bureau of the Budget approved 
for release and expenditure? ‘The same is true of Polaris, so that I 
don’t have to ask the question again, additional funds for Polaris not 
released and not approved, totaling $700 million. 

Mr. Srans. Sullane I can do it first in terms of the total, and then 
if you want to break it down by items we can do it. 

The additions appropriated by the Congress for procurement and 
operations and personnel and the other categories amounted to $1.838 
million. Now of those, we have apportioned upon the request of the 
Secretary of Defense $587 million. We still hold in reserve $750 
million, roughly. 

We have not been requested by the Secretary of Defense to appor- 
tion that remaining balance. 

Mr. Weist. The Army and the Air Force and Navy representatives 
who appeared before this committee said that the appropriation of 
these funds was most urgent for immediate use. 

Now what factors were considered in the decision to not approve 
release of all those funds authorized by Congress ? 

Mr. Srans. The decision not to release the additional funds appro- 
priated by Congress was made by the Secretary of Defense and ap- 
proved by the President. 

Mr. Werst. Was the Bureau of the Budget consulted concerning 
its views on this matter ? 

Mr. Srans. Yes, we were consulted. 

Mr. Wrist. And what was your suggestion or recommendation and 
what investigation and study did you make? 


FAILURE TO RELEASE FUNDS FOR POLARIS 


Mr. Stans. We made no recommendation and no special study be- 
yond that which had been made at the time of the budget prepara- 
tion. We concurred in the recommendation of the Secretary of 
Defense. 

Mr. West. In connection with some of these items, Mr. Holaday, 
the Director of Guided Missiles, testified at the joint hearing of the 
Preparedness Subcommittee and the Space Committee that he had 
informed the Secretary of Defense that the Polaris program should 
be accelerated. Specifically he recommended releasing the funds for 
two submarines Nos. 6 and 7, on January 1, 1959, and including four 
Polaris submarines in the 1960 budget. 
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Instead only one submarine, No. 6 was released, and only funds for 
the procurement of advance components for t hree submarines were In- 
cluded in the 1960 budget. Could you explain to the committee why 
this was done ? 

Mr. Stans. These were decisions by the Secretary of Defense. 

Mr. Weist. Did you participate in those decisions? 

Mr. Srans. Not in his decision with respect to Polaris. 

Mr. Wetst. Were you consulted at all about those decisions? 

Mr. Stans. No, I don’t recall any consultation on the Polaris matter 
after the appropriation was made. 

Mr. Wetst. Isn’t it rather unusual for you to have the responsi- 
bility and duty of approving the budget without being consulted about 
such a large item in the budget ? 

Mr. Stans. The Secretary of Defense testified, as I recall, in the 
course of the hearings last year that he would consider these congres- 
sional add-ons as available money not necessarily to be committed or 
spent in any one year, but to be used when the programs had reached 
a state at which the effective use of the money was justified. 

That is again a decision which is his responsibility and when he 
decides that the programs have advanced to the point in development 
and in technology that additional funds should be released, he asks 
for them and we release them. 

Mr. Wrist. The Polaris program is a key program in the strategic 
strike force complex that you looked into when you decided about the 
adequacy of the budget, isn’t that correct ? 

Mr. Stans. Yes, it is. 

Mr. Wrist. And yet you were not consulted about the acceleration 
of this program. Wasn’t Mr. Holaday your expert on missiles? 

Mr. Stans. Mr. Holaday is the Department of Defense expert on 
missiles, yes. 

Mr. Weist. Wasn’t he the principal expert for the Secretary of 
Defense on missiles? He was the Director for Guided Missiles. 

Mr. Stans. He was, yes, and I think by that fact was the principal 
expert. 

Mr. Wrist. His advice in that regard was apparently disregarded. 
Ithink, Mr. Stans, you have to leave. 

Mr. Stans. We can go on for another 10 minutes if you like. 

Mr. Weis. On the execution of the budget that is all I have to ask. 


THE PROCESS OF REPROGRAMING 


One more question. We have heard a great deal, Mr. Stans, about 
reprograming by the Department of Defense. 

Would you please explain this reprograming process and then tell 
us what role the Bureau of the Budget plays in it? 

Mr. Stans. Well, I think Mr. Schaub has already covered that. 
After we have apportioned money at the request of the Secretary of 
Defense, he has the authority to decide that the particular uses for 
which it was appropriated no longer rank as high in priority as some 
other use and has exercised the privilege of doing some reprograming. 

My understanding is that the reprograming of procurement money 
has ranged somewhere between one and a half and four percent in 


280 MAJOR DEFENSE MATTERS 


recent years, based on decisions that those funds can be used more 
effectively for another purpose. 

Mr. Wetst. Does the reprograming power give the Secretary of 
Defense almost a blank check? I mean can he ‘arbitrarily reprogram 
an ee fund from one designation to another ? 

Mr. Srans. He can’t of course transfer from one appropriation to 
another. 

Mr. Weis. But from one program to another? 


REPROGRAMING MUST BE WITHIN A SPECIFIC APPROPRIATION 


Mr. Srans. Yes, he can. He can reprogram from one procurement 
program to another within the same appropriation. 

Mr. Wetst. For instance, could he take the money that is appor- 
tioned for the Nike-Hercules and apply it to the Bomarc? 

Mr. Scuavus. No. Itisadiiferent service and a different appropria- 
tion. He could apply it to the 7.62 rifle. 

Mr. West. Could he take all the money for B-58s and apply it to 
the B—52 ? 

Mr. Scuavus. Yes. 

Mr. Weist. He could. I think, Mr. Chairman, on this subject, that 
is all I have. 

Senator Stennis. Allright, Mr. Weisl. Senator Symington, do you 
have something now 4 

Senator Symineton. No, Mr. Chairman, I would like to know if the 
Chair has decided when Mr. Stans is returning. I haven’t questioned 
today because I would like to keep my questioning in sequence. Some- 
times it takes 4 minutes to answer one question. I have more than one 
question. 

Senator Stennis. I don’t know what the arrangements are between 
the committee and counsel. 

Mr. Lenrer. We had planned to work that out with Mr. Stans. The 
understanding was that 1f we could not finish today, that he would not 
continue within the next 2 d: ays, but we would undert: ake to arrive ata 
mutually agreeable date for a subsequent hearing. 

Senator Symrneron. Would Monday or Tuesday of next week be 
convenient, Mr. Stans ? 

Mr. Srans. Tuesday would be quite convenient, Tuesday and 
Wednesday. 

Sen: utor Srennis. Does that suit counsel ? 

Mr. Srans. I have a speech to give next Tuesday morning at 9:30. 
I can come in after that or W ednesday is a perfectly clear day to the 
best of my knowledge. 

I can come in at 11 o’clock on Tuesday and devote the rest of the 
day. 

Senator Symrncron. How about Monday? 

Mr. Srans. Monday is very difficult. I can arrange it if it is highly 
desirable. 

Senator Symineron. Mr. Chairman, I am going to go away in the 
latter part of the week but I am sure ‘that the Chair and the rest of 


the committee will see to it that I will have an opportunity to question 
Mr. Stans. 
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Senator Stennis. All right, if it is agreeable then to Chairman 
Johnson, Mr. Stans and Mr. Weisl, and of course, you, Senator Sym- 
ington, in view of your situation, we will work out something then so 
that you can be back with us. 

You are going to have to leave, Mr. Stans. I tell you, speaking for 
myself first it has really been a treat to me to hear your testimony 
here along with the members of your staff. 

I wish that there had been more time to go into this further with 
ou. You show a lot of poise and a lot of knowledge too of this 
entire matter and it makes the problem appear a little clearertome. I 
appreciate the frankness of all of you too on some of these matters. 

At the same time I appreciate the fact that you are not a free agent, 
inthat you have to represent the executive branch. 

I feel that those are the sentiments of the committee too. Is there 
anything further you wish to say? 

Mr. Srans. Nothing further except to thank you for those remarks. 

Senator Stennis. Mr. Schaub, do you have anything further you 
wish to say 4 

Mr. Scuaus. No, sir. 

Senator Stennis. Mr. Finan, do you have something ? 

Mr. Finan. No, sir, I am here just to answer questions. 

(Off the record. ) 

Senator Stennis. May I ask one question not directly related here? 
We have a lot of inquiries about we will say a harbor project being 
held up. We are getting outside of the military now. What is your 
practice on that? Do you exercise strict surveillance over that after 
the money is appropriated ¢ 

Would you mind going into that just a little. Mr. Schaub, can you 
answer that ? 

Mr. Stans. Mr. Schaub doesn’t handle that area. That is handled 
by our Resources and Civil Works Division. 

Senator Stennis. You know one of those open bridges made me 
missmy planeonce. You had better leave. 

Mr. Srans. Youare very kind. Thank you very much, sir. 

Senator Stennis. We thank you very much for coming in. Mr. 
Schaub, if you will stay here a minute I will ask you a question or two 
about that. 

The committee is not recessing. We are going to ask Mr. Schaub 
tostay afew minutes. There area few other questions. I understand 
Mr. Weisl has to leave too. We are very glad to have had you gen- 
tlemen here, both of you. 

All right, gentlemen, if we may have order again, back on the record, 
Mr. Reporter. 

Senator Cannon has some questions, Mr. Schaub, that I think are 
very pertinent and we may go into that. 

Senator Cannon. Thank you. Mr. Schaub, I believe the summary 
of your testimony was that you still had withheld approximately $750 
million from the additional moneys that Congress had appropriated 
last year for specific purposes. 
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“ADD-ON” FUNDS FOR MODERNIZATION OF ARMY WITILHELD 


Mr. Scuavs. Yes, sir. 

Senator Cannon. Can you tell us what headings that $750 million 
would break down into? 

Mr. Scuavs. You want to know the specific areas where they total 
up to $750 million ? 

Senator Cannon. That’s correct. 

Mr. Scuavus. Army increased modernization $37 million. 

Senator Stennis. I beg your pardon. Repeat that, will you? 

Mr. Scuaus. Increased modernization. There are no specific items 
involved in it. 

Senator Cannon. In other words, Congress intended and appro- 
priated last year an additional $37 million for modernization of the 
Army that has not been released ? 

Mr. Scuavs. That’s right. 

This has been testified to before the Congress and relates to the 
Army’s statement that modernization of conventional equipment was 
not in phase with the new Pentomic organization of the Army, and 
that was the reason apparently why it has not been requested. 

Senator Srennis. It was not in keeping with it? 

Mr. Scuavus. Yes. I would prefer not to give you the answer, I 
think that should come from the Defense Department, as to why these 
funds are held. I can give you the list of the areas and the appropria- 
tions. 

Senator Srennis. If you are doing the holding, I don’t see why 
you should not give the reason. 

Mr. Scuavus. We are just the custodian of the funds until they are 
requested. 

Support for increase in active duty strength from 870,000 to 
900,000, that is $8,751,000. 

Senator Cannon. If I may interrupt, Mr. Chairman, is that saving 
there because the Army was not put up to 900,000 ? 

Mr. Scuavs. Yes, sir. 

Senator Cannon. And is down to 870,000 roughly now? 

Mr. Scuavs. Yes, sir. 

Senator Cannon. So that I understand it correctly ? 

Mr. Scuaus. Yes, sir. 

Senator Stennis. How much is that now? 

Mr. Scuavus. $8,751,000. You have got to realize that some of 
these funds that were applicable in these areas have been used. 

You really should have the whole picture to understand it, I think. 

Military construction, Army Reserve forces, $5,681,000. Navy in- 
crease in Polaris program, $300,300,000. Acceleration of Regulus 
submarines, $11 million. 

Senator Cannon. That was withheld because of the washing out of 
the Regulus program ? 

Mr. Scuavs. Yes, sir. 

All of these funds are applied against 1960 programing. 
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Minuteman, $75 million; Hounddog, $48 million; KC-—135 tankers, 
$51,675,000. > gee ‘ . 

Strategic airlift aircraft, $136,100,000. 

Senator CaANNoNn. Was that the money that was planned for mod- 
ernization ¢ 

Mr. Scnavus. The Air Force planned to procure 18 C-130 aircraft. 

Senator Cannon. C-130% 

Mr. Scuavs. Yes, and 14 C-jets. Support for the additional KC- 
135 tankers, $3,920,000. Support for additional strategic airlift air- 
craft, $3,900,000. 

Research and development, Minuteman. The amount that is applied 
against 1960 programs is $15 million. The amount now in reserve is 
$6,171,000. ‘There is $8 million plus in the supplemental which was 
just approved by the Congress, which will go into reserve to make 
the $15 million. In addition to these amounts there is $62.8 million 
in reserve in annual appropriations which will expire for obligation 
June 30, 1959. 

That is the total. 

Senator Cannon. Thank you, sir. Thank you, Mr. Chairman. 

Senator Stennis. Thank you very much. Those figures are interest- 
ing. Ihad not had a chance to get into them myself. 

Do you have anything else ¢ 

Mr. Lehrer, do you have anything ? 

Mr. Lenrer. Yes, sir. I believe it would be helpful to insert in the 
record at this point a table summarizing the status of the amounts pro- 
vided by the Congress in 1959 in excess of the budget request. This 
table was furnished to the Senate Committee on Appropriations by 
Assistant Secretary of Defense McNeil on May 11, 1959. ; 

Senator Stennis. Without objection, it is so ordered. 


37855—59—pt. 2——6 
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(The information referred to is as follows :) 


Department of Defense—Analysis of planned utilization of additional appropria- 
tions provided by the Congress over budget request, fiscal year 1959 


Item and appropriation title | 


OSD emergency fund_-.-_---- 

Increase in Army active per- 
sonnel strength from 870,000 
to 900,000 


Military personnel, Army 
Operation and mainte- 
nance, Army 


Procurement of equip- 
ment and missiles, 
Army 


Increase in Army Re 


tril] 


erve 


a pay strength from 
270,000 to 300,001 

Operation and mai nte 
nance, Army 


Reserve personnel, Army 


Increase in Army Reserve for 
increased cost of drills and 
officers’ 6-months training 
based upon treneth of 

270,000: Reserve personnel, 

Army 

Increase in Nation 
Guard paid status strength 
from 360,000 to 400,000 


Army 


Operation and 
nance, Army ‘ 
Army National Guard 
Maintenance of civilian tech- 
nicians program at 
year 1958 level: Army 
tional Guard 


mainte- 


fiscal 
Na- 


Increase in Army 
Operation and 
nance, Army) 
Increased Army moderniza- 
tion: Procurement of equip- 
ment and missiles, Army 
Military construction, Army 
Reserve Forces 


mapping: 
mainte- 


Increase in Marine Corps 
active personnel strength 
from 175,000 to 200,000 


Military personnel, Ma- 
rine Corps 

Marine Corps troops and 
facilities 

Aircraft 
Navy 

Medical care, Navy 


and facilities, 


See fvotnotes at end of table. 
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(Thousands of dollars} 


| 


| 


Additional|~ 
| appropri- 
ation 


provided 
by the 
Congress 


65, 000 


99. 000 
45. 000 


39, 000 


15.000 


3 000 
7, 499 


24, 000 
7, 419 


4, 300 


5, 000 


37, 000 


to 
uw 


Planned for utilization in 


Applied to 
*‘add-on”’ 


programs 


65, 000 


119, 091 


19, 091 


16, 940 


6, OOO 


10. 940 








4, 300 


5, 000 


10, 605 


8, 254 


2, 351 


year 1959 


For 
increased 
civilian 
personnel 
pay costs 
authorized 
by Public 
Law 85 
462 


$5, 249 


39, 000 


17, 100 


12, 000 
5, 100 


6, 199 


fiscal] 


Total 


65, 000 


64, 340 
19, 091 
39, 000 
6, 249 
«0, Jt 
uy) 
1 YA( 
), 76 
419 
24, 000 
27,419 
4, 300 
5, 000 
16, 804 
8, 254 
4,875 
2, 500 
1,175 








Dep 
a 
ening 
Applied to Iter 
: finance 
Earmarked | fisca] year 
for sav- 1960 
ings program 
require- 
ments 
Inc 
25, 909 8, 751 
25. 909 
Sp 
8, 751 Ce 
In 
mw 
Ir 
° ‘ 
| 
| 
37, 000 
6, 250 
28, 396 
23, 396 - - 


Pria- 


led to 
nee 
year 
60 
ram 
lire- 
nts 


8, 751 


000 


to 
a 
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Department of Defense—Analysis of planned utilization of additional appropria- 
tions provided by the Congress over budget request, fiscal year 1959—Con. 


[Thousands of dollars] 


ae : , | 
Planned for utilization in fiscal | 
year 1959 } 
| 
| 


Additional | Applied to 
appropri- For | finance 
| ation increased Earmarked | fiscal year 
Item and appropriation title | provided civilian for sav- | 1960 
by the Applied to | personnel ings program 
Congress | ‘‘add-on’’ | pay costs Total require- 
programs | authorized } ments 
by Public 
Law 85- | 
462 
Increase in Polaris program 609, 043 308, 743 308, 743 2 300, 300 
Shipbuilding and conver- 
sion, Navy i 492, 600 in inee 192, 300 : 300, 300 
Procurement of ordnance 
and ammunition, Navy 43, 700 43, 700 esata 43, 700 
Research and develop- 
ment, Navy 71, 200 71, 200 |-- a: 71, 200 
Servicewide operations, 
Navy 1, 543 1, 543 |_- 1, 543 


Speeding work on Regulus 

submarines: Shipbuilding 

and conversion, Navy 11, 000 . 11, 000 
Construction of 2 escort 

DDE) vessels: Shipbuilding 


and conversion, Navy 13, 000 13, 000 : 13, OO y 
Increase in Hounddog missile 
program: Aircraft, missiles 
and related procurement, 
Air Force 48, 000 ; 48, 000 
Increase in minuteman solid 
propellant ICBM program 90, 000 3 90, OOF 
Aircraft, missiles and re- 
lated procurement 7 75, 000 Satie e 4 ; d ; pote 75, 000 
Research and develop- 
ment, Air Force 15, 000 stil ‘ 15, 000 
Additional KC-135 tankers__- 55, 595 55, 595 
Aircraft, missiles and re- 
lated procurement, Air 
Force_- 51, 675 a a sic o wen lela 51, 675 
Procurement other than 
aircraft and missiles, 
Air Force........... 3, 920 |. ¢ beak ‘ 3, 920 
Additional strategic airlift air- 
craft : paired 140, 000 Z 140, 000 
Aircraft, missiles and re- 
lated procurement, Air 
Force_- : aia Slots BIR SOS: fa winter lbdiclndcxenndetlnahauns MGs 136, 100 
Procurement other than 
aircraft and missiles, 
Air Force__-- <i ot I a ciissitaes ein te Soccubttumelet . od 3, 900 
PO ccc cvcccencacon) hee 3 487, 758 75, 548 563, 306 60, 864 3 696, 896 


‘Increased costs of higher average strengths resulting from delay in reducing to end strengths recom- 
mended in the President’s 1959 budget. 

2 This table indicates that of the $609 million provided by the Congress in fiscal year 1959 to increase the 
Polaris program, $308.7 million was utilized in fiscal year 1959 and the balance of $300.3 million was applied 
to finance fiscal year 1960 program requirements. Of the latter amount $240.7 million has recently been 
released for commitment in the current fiscal year to permit letting of contracts early in July 1959 for Polaris 
submarines 7, 8 and 9. 

3 Funds to carry on the Minuteman in fiscal year 1959 on the expanded scale proposed by the Congress 
were provided by the Air Force through reprograming funds no longer required for other projects. 
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Recapitulation 
l-year ac- | No-year ac- Total 
counts | counts 

Additional appropriation provided by the Congress... --------- $297, 721 $1, 023, 345 $1, 321, 066 
Planned for utilization in fiscal year 1959—total-..-..--- —— 236, 857 326, 449 "563. 306 
Applied to “‘add-on”’ programs-_---.--- (167, 558) (320, 200) (487, 758) 

For increased civilian personnel pay costs authorized by , 
. SS -| (69, 299) (6, 249) (75, 548 
Earmarked for savings PEE LL ee WAGE hist caxcerasce 864. 
Applied to finance fiscal ve ar 1960 program requirements..---- En ccaildestalle scons 696, 896 696, 896 





Summary by appropriation 


[Thousands of dollars} 


Planned for utilization in fiscal 
year 1959 

















Additional Applied to 
| appropri- | | For | finance 
ation increased | | Earmarked | fiscal year 
Department and appropria- | provided civilian | | for sav- 1960 
tion title by the Applied to} personnel | | ings | program 
Congress | “add-on” | paycosts | Total require- 
| programs | authorized | ments 
by Public 
Law 85- 
462 
Department of the Army: | 
Military personnel 45, 000 19, 091 Snake 19, 091 BK, O00! |. wc uxiciersttal 
Operation and mainte- | | 
nance i cieihdinigd insta $1, 000 23, 000 58, 000 GE, CUP fac c< cece canetee eee 
Procurement "of equip- 
ment and missiles_-_-- 52,000 |__- 6, 249 6, 249 |_._. 45, 751 
Reserve personnel :  _ aa ee 21, 700 6 SOD Visckicun Se. 
Army National Guard_. 26, 619 5, 100 90; FED Nedadecccnacelstacse 
Military construction, 
Army Reserve Forces-.-- a a eel 6, 250 
Total, Department of 
the Army......... 244, 228 90, 410 | 69, 349 159, 759 32, 468 
Department of the Navy: 
Military personnel, Ma- 
rine Corps. oan 36, 650 NS Tih caede cnn 8, 254 1 2063 
Marine Corps troops and 
facilities = * 4, 875 2, 351 2, 524 ee 
Aircraft and facilities Lf, ar ee ae 2, 500 BT Bbitin~n ccs eos 
Shipbuilding and conver- 
Slr ahsbcsetesuccce 516, 600 SD Beninwesaiwe  & | ee 311, 300 
Procurement of ordn: ance 
and ammunition-_---_--- 43, 700 Th We lewsens debi BFE deceescenccvaleescatanen 
Medical care........-...-- Re Bescariniingiaot tie 1, 175 I cna 
Research and develop- 
ment _ _- aan 71, 200 tae ison ime TEED: Viimatne 
Servicewide operations ___- 1, 543 | 1, 543 z 1, 543 
Total, Department of 
a 678, 243 | _ 382, 348 6, 199 338, 547 28, 396 311, 300 
Department of the Air Force: 
Aircraft, missiles and re- 
lated procurement ; 310, 775 |.---- cements oe auieaien Soot 310, 775 
Procurement other than 
aircraft and missiles Sch ninth cepmelnemwee = ‘ . 7, 820 
Research and develop- | 
mene coli. soleil SEN 6: swe LS lich ch pages Gilad Siete ib ai caces bch ino ello 15, 000 
Total, Department of 
the Air Force-- 333, 505 |...... ae 333, 505 
Office of the Secretary of De- | 


fense: Emergency fund- - --- 65, 000 | 65,000 |....-.-- pha 65, 000 


Total, Department of } | : 
RES ES 1, 321, 066 58 75, 548 563, 306 60, 864 696, 896 
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Senator Stennis. Thank you again, gentlemen, very much. We 
are glad to have you. 

The committee will now take a recess subject to the call of the 
Chair. 


Whereupon, at 5 p.m. the hearing was adjourned, subject to the 
call of the Chair. ) 

















WAJOR DEFENSE MATTERS AND THE ROLE OF BUDGET 
BUREAU IN FORMULATION AND EXECUTION OF DE- 
FENSE BUDGET 


WEDNESDAY, JUNE 17, 1959 


U.S. SENATE, 
PREPAREDNESS INVESTIGATING SUBCOMMITTEE 
OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D.C. 

The subcommittee (composed of Senators Johnson of Texas, chair- 

man, Stennis, Symington, Bartlett, Bridges, Saltonstall, and Mrs. 
Smith) met, pursuant to recess at 10:50 a.m., in room 224, Senate Office 
Building, Senator Lyndon B. Johnson, presiding. 

Present: Senators Johnson (presiding), Stennis, Symington, and 
Bridges. 

Also present and participating: Members of the Committee on 
Armed Services; Senator Bush. 

Staff members, Preparedness Investigation Subcommittee: Ken- 
neth E. BeLieu, staff director; Edwin L. Weisl, special counsel; 
Cyrus R. Vance, associate counsel ; ; and Stuart French, associate coun- 
sel. 

Staff members, Committee on Aeronautical and Space Sciences: 
Max Lehrer, assistant staff director; Everard H. Smith, Jr., counsel; 
Dr. Glen P. Wilson, chief clerk. Also, Dr. Edward C. Welsh, assistant 
to Senator Symington and Mr. David B. H. Martin, assistant to Sen- 
ator Saltonstall. 

Senator Jonnson. The committee will come to order. Today the 
Preparedness Investigating Subcommittee of the Senate Committee 
on Armed Services resumes its hearings on the state of the Nation’s 
preparedness. Our principal witness this morning is Mr. Maurice H. 
Stans, the Director of the Bureau of the Budget. Mr. Stans is accom- 
panied by Mr. Ralph W. E. Reid, Assistant Director of the Bureau of 
the Budget; Mr. William F. Schaub, Chief of the Military Division; 
and William F. Fi inan, Assistant Director of the Bureau of the Budget 
for Management and Organization. 

We are delighted to have all of you gentlemen with us and we appre- 
ciate the cooperation you are extending to this committee. 

Mr. Stans and his associates are appearing today in order to com- 
plete the testimony which they gave at a previous hearing held on 
May 20. As announced at the outset of that hearing, it is the purpose 
of the committee to explore in constructive fashion the exact role of 
the Bureau of the Budget in the formulation and execution of the 
budget and military programs of the Department of Defense. 

Since the Bureau of the Budget was deeply involved in drafting the 
legislative proposals leading to the latest reorganization of the Depar t- 
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ment of Defense, the committee is also interested in the Budget Diree. 
tor’s views in this area. 

This hearing is being held in executive session, so that we can con- 
tinue with the full and frank discussion of all relevant matters. As jn 
the case of the preceding hearings, the transcript will be made ayaij- 
able to the Bureau of the Budget for correction and for deletion of 
any classified material. The declassified transcript will then be made 
publicly available as quickly as possible. 

In accordance with committee custom, will the witnesses please 
stand and take the oath: 

Do you solemnly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Stans. I do. 

Mr. Finan. I do. 

Mr. Rem. I do. 

Mr. Scuavs. I do. 

Senator Jounson. We shall follow the standard practice and 
have the counsel begin the examination and continue for 30 minutes, 

Since a good part of today’s hearing will be devoted to clearing up 
various matters raised during the first hearing, we will depart from 
the usual 5-minute rule. Instead, each member of the committee, in 
order of seniority, will have 10 minutes for questioning. Before coun- 
sel proceeds with the questioning, I would like to ask Mr, Stans 
whether there is any comment or correction that he desires to make 
with regard to his previous testimony. 


TESTIMONY OF MAURICE H. STANS, DIRECTOR OF THE BUREAU 
OF THE BUDGET; ACCOMPANIED BY RALPH W. E. REID, ASSIST- 
ANT DIRECTOR; WILLIAM F. SCHAUB, CHIEF, MILITARY DIVI- 
SION; AND WILLIAM F. FINAN, ASSISTANT DIRECTOR FOR 
MANAGEMENT AND ORGANIZATION, BUREAU OF THE BUDGET 


Mr. Srans. Senator, I would like to make one comment. It relates 
to a question asked me in the course of the last hearing as to whether 
I was not too modest in describing the role of the Bureau of the 
Budget. 

I think perhaps it was the character of the particular questions 
that caused the answers to give that impression, and I would like very 
much to change it if that is the case. I would not want to imply in 
any way that the Bureau of the Budget is not a powerful force and an 
important force in the executive branch of the Government. 


IF THE POWER EXISTS IT IS THE PRESIDENT’S REFLECTED 


If it is not that, if it is not an effective organization, then I think 
we would deserve to be criticized. I think the fact is that because the 
Bureau derives its authority from the President and acts in the name 
of the President, it has a considerable amount of influence and force 
in any recommendations it makes and any questions that it asks. Soif 
the Bureau is powerful, it is only a reflection of the power that exists 
in the President. We try to do what the President would do if he had 
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absolutely unlimited time and resources of hisown. We are his staff 
inthe financial affairs of the government. 

I think, Mr. Chairman, that the country needs all of the ability that 
it can bring to bear in the handling of the finances of the government 
and particularly where the defense area is concerned. 

I think we would all agree that the question of our total security 
involves more than just the question of military security. It involves 
also the strength of the country in the management of its economic 
resources. I think we would agree that we could lose the cold war 
economically to the Soviets just as we could lose the war militarily. 
So the Bureau’s function from that perspective is to supply the Presi- 
dent, and in this particular case the Secretary of Defense, with its 
seriously considered views; and in doing that, it draws upon an 
organization of its own people who have long experience and who 
have followed the progress of defense programs for many, many 
years. 

STATEMENT OF BUREAU’S OBJECTIVES 


Some of our people have backgrounds of 10 and 15 years of study- 
ing and understanding the programs of the Department of Defense, 
the premises upon which they were arepind and the progress or lack 
of progress that has been evident. The objective we have—and I 
think it is our real mission—is to see that the least possible amount 
of money is spent unjustifiably, and that what we do spend goes to 
produce the most effective results. seach 

If we permit waste to take place, I think we reduce the possibility 
of applying money to greater needs either in defense or elsewhere, 
or even returning it to the taxpayers. 

I think we all understand that demands for military programs can 
be almost unlimited. The budget is one device that we have for 
forcing the making of choices in the Department of Defense, for 
raising questions and bringing issues to bear to get the best result. 

The Bureau is only one of the resources that the President has in 
that respect. 

But it is an important one. No budget director could do an effec- 
tive job under the pressures that exist unless he had the full support 
of the President and worked very closely with the President, and as 
well as possible reflected the views of the President. 

I hope that to some extent this will clarify any impression that 
I may have unintentionally left at the last hearing that I was unduly 
modest regarding the influence and power and responsibility of the 
Bureau. I think it performs a necessary function. 

The Bureau can make a constructive contribution, and I would like 
to say one thing further in answer to those that sometimes think that 
the Bureau is too powerful or could be eliminated: That I believe 
personally there would be chaos in the Government if there were not 
an organization such as the Bureau of the Budget to perform the 
functions that it does for the President in screening the money re- 
quests of the agencies, in the financial management area, and in the 
area of planning the affairs of the Government. If there were no 
Bureau of the Budget there would have to be another organization to 
do the same job under another name. 
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SENATOR JOHNSON POSES QUESTION OF BUDGET BUREAU FOR CONGRESS 


Senator Jounson. I want to ask one question and then I want coun- 
sel to proceed. 

Do you think that Congress ought to have a Bureau of the Budget 
to review all its requests for appropriations the same as the Executive 
does ? 

Mr. Stans. I would think not, Mr. Chairman. I think the 
Bureau 

Senator Jonnson. The Bureau of the Budget is an arm of the 
executive branch and it is dominated by the President. It is under 
his control and more or less independent of Congress. What would 
you think about Congress having a group of fiscal experts that would 
carefully review what the Bureau does for the Executive? Con- 
gress takes the same action to review what the Executive has done in 
other areas in our system of checks and balances. 

Mr. Srans. I think perhaps there is something that might be done 
in that respect, but first let me say this: The Bureau is the focal point 
for the screening of the spending requests of the executive branch. I 
think the Congress is entitled to have a unified position from the 
executive branch as to w = it believes is the right program of expend- 
iture for the country. I do believe, however, from my experience in 
this position and in others, that the Congress could very well do a 
better job in dealing with appropriations if it had larger staffs, or 
perhaps a joint committee staff, to review executive br anch requests 
and advise the two Appropriations Committees. 

Senator Jounson. Admittedly it has something of that nature in 
the General Accounting Office. The General Accounting Office re- 
views the expenditures after the fact, don’t they ? 

Mr. Stans. Yes; they do that. 

Senator Jounson. Wouldn’t it be helpful if there were a group of 
that sort to review matters before action is taken by the Appropria- 
tions Committees? Now we have one clerk that sits on a $600 million 
bill covering the State Department, the Justice Department, the Judi- 
ciary, the U SIA, the President’s special international program, and 
the Commission on Civil Rights. Senator Bridges and I will have to 
sit down with him and try in a short period of time, to resolve differ- 
ences between the budget request, our clerk’s recommendations, and 
our own impressions and judgments. 

If it is a good thing for the President to have outstanding experts 
in this field, I wonder if it would not also be a good thing for the 
Congress to have experts to review what they have done. 





SUGGESTION FOR INCREASING STAFF OF APPROPRIATIONS COMMITTEES 


Mr. Stans. I think that additional staff to the Appropriations Com- 
mittees would strengthen the review. I do not think it necessary for 
the legislative branch to have a separate Bureau of the Budget, as 
such. 

Senator Jounson. Ithank you. Mr. Director, I have to participate 
in another committee hearing this morning and I will have to be gone 


for a few minutes. Senator Stennis will ‘preside during my absence. 
Proceed, Mr. Weisl. 
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Mr. Stans. Thank you, sir. 

Mr. Wrist. Mr. Stans, in the testimony given at our last hearing, it 
was pointed out that in the 1959 military budget 14 percent of that 
budget was used for continental air defense against manned bombers. 
We asked the Department of Defense for information concerning how 
much of the 1960 budget would be used for defense against manned 
bombers and we did not get it. From the evidence that the staff has 
gathered, it appears that about 11 percent of the total 1960 budget is to 

he used for continental air defense against manned bombers. “Ts that 
win what your estimate is of the proportion of the 1960 budget 
devoted to Continental Air Defense ? 

Mr. Stans. I’m sorry, we have not made the calculation specifically 
for this purpose, but I will be glad to submit it in the record. 

(The information is as follows S:) 


BuperEr ESTIMATES FOR CONTINENTAL DEFENSE—FISCAL YEARS 1959 AND 1960 


The latest Department of Defense estimates indicate that obligations for conti- 
nental air defense programs will total approximately $4.6 billion in fiscal year 
1959 and $4.3 billion in fiscal year 1960. This is equivalent to approximately 
11 percent of the Defense total for fiscal year 1959 and 10 percent of the total for 
fiscal year 1960. 

Mr. Wetst. Thank you. Im that connection, you testified that you 
raised a serious doubt as to whether so high a percentage of the total 
military budget should be used for continental air defense. Spe- 
cifically, you testified that you raised serious question as to the advis- 
ability of spending such large sums of money on the Bomare, and to 
a lesser extent on the Nike- ‘Hercules. Is that still your view? 

Mr. Srans. Yes. My view is that this isa changing situation. The 
manned bomber threat, from all of the inform: tion: we can get, is a 
decreasing one, and it ‘would be my view that over a period of time 
this fact should be recognized by reducing the DROgEAIDR for air 
defense against manned bombers and ine reasing our protection against 
the missile threat. 

I believe the action of the Secretary of Defense within the. last 
week or so in reviewing some of those programs and recommending 
changes in them is an indication of the general validity of that Lene 
and of the general validity of the questions that we raised last yea 

Mr. Weis. In connection with the program submitted by the Secre- 
tary of Defense, which is known as the master plan, did you partici- 
pate in its development and in the conclusions reached ? 

Mr. Stans. I did in several respects, although certainly not in a 
high proportion of the discussions that took place. 

Mr. Weist. Who participated in that decision ¢ 

Mr. Srans. In the decision ? 

Mr. West. In the process leading to the decision ? 

Mr. Srans. I am not sure of all the parties who participated. I 
can only tell about the discussions that I had on the subject and the 
discussions that our staff had. Our staff had some discussions with 
the staff of Assistant Secretary McNeil, in the Department of Defense. 
I had a discussion with Secretary Gates in my office in the week 
preceding the decision by Secretary McElroy on these programs. 

Of course the Secretary of Defense already was well acquainted 
with the questions that we had raised last fall and had some idea as 
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to the views of the Bureau with respect to these programs. Final] 
I participated in the discussion at which the plan was presented io 
the President for his review. 

Mr. Weisu. Did the Joint Chiefs of Staff participate in the devel. 
opment of that master plan ? 

Mr. Stans. I have no personal knowledge of the extent of their 
participation except that the three members of the Joint Chiefs were 
present at the time the final details were presented to the President 
and I feel certain that they had previous activity in connection 
with it. 

Mr. Wetst. Did each of the Joint Chiefs agree with the decision 
reached on the master plan ? 

Mr. Stans. I should think they could answer that better than I cap, 
but I have no knowledge of any disagreement on their part. 

Mr. West. Were you present when they were present? 

Mr. Stans. Only at the one time in the President’s office. 

Mr. Wetst. Did they express any agreement or disagreement at 
that time? 

Mr. Srans. I recall no expression of disagreement. 


BUDGET BUREAU RESERVES RIGHT TO REVIEW 


Mr. Wetst. Did your staff agree with the decision? Did they make 
any recommendation or suggestion as to the decision reached ? 

Mr. Stans. Well, only in one sense. It is our feeling in the Bureau 
that this is a changing situation, and we have reserved with all parties 
concerned the right to review the program again in connection with 
future budgetary actions and to raise such questions as seem to be 
pertinent in the light of circumstances that then exist. 

Mr. Wetst. Were you asked to check the costs of the master plan! 

Mr. Srans. Yes. Our staff was asked to review with Assistant 
Secretary McNeil’s staff the figures relating to the changes that were 
involved in the master plan as compared with previous programing. 

Mr. Wetst. What were those changes ? 

Mr. Stans. The change in the aggregate was a reduction of $469 
million in the Nike-Hercules program, representing a reduction of 
1534 battalions. That is the reduction over the entire life of the 
program and not solely for 1960. Inthe case of Bomarc, the reduction 
was $740 million over the life of the program, with a reduction of 
16 squadrons. In the case of the SAGE direction and combat centers, 
it was a reduction of $35 million. In the case of the SAGE super 
combat centers, it was a net reduction of $14 million, with no reduc- 
tion in the number of centers but only in a decision that two of the 
centers need not be hardened. 

In the case of prime radars, a reduction of $274 million, and in the 
case of gap filler radars, an increase of $94 million. 

The sum of all this is a net reduction of $1,438 million, exclusive of 
a proposed increase of $137 million in Nike-Zeus. 

Mr. Weis. Over what period ? 

Mr. Srans. Well, over the life of these programs beginning with 
the remaining portion of 1959 through 1960 and continuing to the 
end of the programed level of each of these systems. 
Mr. West. What isthe end of the programed level ? 
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Mr. Srans. Well, they vary in each case. 

Senator STENNIS. Pardon me, may I ask that you give the first 
‘gure again on the Hercules, Mr. Stans? 

Mr. Stans. There was a reduction of $469 million. 

Senator Stennis. Over the life of the program ? 

Mr. Stans. Over the life of the program. 

Senator Stennis. Thank you. 

Mr. Srans. Yes, sir. 

Mr. Werst. How much of that reduction would apply to fiscal 
year 1959 and fiscal year 1960 ? 

" Mr. Stans. Are you asking in the case of Nike-Hercules alone or all 
of them ? 

Mr. Wetst. All of them. 

Mr. Stans. The reduction in fiscal year 1959 programing would be 
$108 million; in fiscal year 1960, $81 million; and in future years 
$1,249 million. 

Mr. Wetst. Don’t you know exactly over how many years that is? 

Mr. Stans. No; but extending generally through 1963. 

Mr. Wetst. Do you plan to review the air defense programs each 
year, to see whether they should be reduced or phased out or modified 
inany way ? 

Mr. Stans. Yes, or possibly increased. 


QUESTIONS ON FUTURE OF F-108 REMAIN TO BE DECIDED 


Mr. Weist. Or possibly increased. Did you make any suggestions 
or recommendation as to development items, such as the F—108, the 
B-70, or the Dyna-Soar ? 

Mr. Stans. Our recommendations on those programs were made 
last fall at budget time. They did not become involved in this master 
plan, although there was some discussion about the F-108. My 
understanding is that the questions raised on the F—108 in connection 
with the master plan are still pending and may be resolved by the 
time of the preparation of the fiscal year 1961 budget. 

Senator Symrneton. For clarification, what do you mean by the 
“master plan” ? 

Mr. Srans. I should use the term with quotation marks around it, 
Senator, because I am referring to the plan which Secretary McElroy 
is presenting to the Congress this week with respect to a modification 
of our programs for continental air defense. 

Senator Brivges. I think it is a misuse of the word. 

Senator Stennis. A newspaper term, if I may say. “Revised” plan 
is the word. 

Senator Brinces. I would think of a master plan as an overall de- 
fense plan or something of that sort, but to use the words “master 
plan” for something that covers only two or three aspects of defense 
isa misuse of the term. 

Mr. Srans. Referring to the F-108, our questions at budget time 
related to the decreasing bomber threat and the apparent increasing 
missile threat, and went simply to the question of whether or not we 
needed to develop new interceptors at very high cost with highly com- 
plicated technical features, and with perhaps only marginal improve- 
ment over existing interceptors. Those were the questions we raised 
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for the Secretary of Defense. The conclusion last year was that the 
program should remain in the 1960 budget. 

Mr. Weist. Did the program remain in the 1960 budget? 

Mr. Stans. Yes; it did. 

Mr. Weist. Was there any testimony that you know of by Seere- 
tary McElroy that the F—108 was to be discontinued ¢ 

Mr. Stans. I know of no such testimony. There may have been 
some, but I know of none. Now you asked me about several other 
items. I don’t recall which ones they were. 


WOULD THE B-70 BE ADEQUATE FOR TIME PERIOD DEVELOPED? 


Mr. Weist. The Dyna-Soar and the B-70. 

Mr. Srans. Well the B-70 is a tremendously expensive develop- 
ment in a new high altitude high speed bomber. 

Mr. West. Of course, the B-70 has nothing to do with continental 
air defense, but is involved in strategic air. 

Mr. Srans. It doesn’t actually have anything to do with continental 
air defense. I was answering because you named it specifically, 

Mr. Wrist. Do you want to say anything further on that subject? 

Mr. Srans. What I would like to say is that at the time of the 
budget preparation last fall, we questioned whether or not by the time 
the B-70 could be developed we would be preparing for the kind of 
warfare that it would be capable of carrying on. 

It may involve, among other things, the development of new types 
of chemical fuels, and from that standpoint would be extremely ex- 
pensive both to produce and to operate. 

Mr. West. Is there anything further you would like to say on those 
subjects ¢ 

Mr. Srans. Well, the Dyna-Soar I haven’t covered. This is a pro- 
gram that some people consider more in the realm of fantasy than 
of a weapons system. It would be a manned vehicle which would 
reach beyond the atmosphere and glide to earth under certain con- 
ditions. It is an extension of the principles, as I understand it, that 
are involved in the X-15. Our people in the Bureau of the Budget 
have never been fully convinced of the military value of this type of 
vehicle, and we have continued to raise questions on its uid : 
and probably will continue to ask those questions in future budgets. 
It is in the Department of Defense program but on a rather reduced 
basis and with a relatively small amount of money at this time. 

Senator Busu. What is this vehicle, Mr. Stans? Can you briefly 
describe what itis? Is it a jet motor vehicle ? 

Mr. Stans. I am not sure that I can describe it in terms of motors. 
It is a manned vehicle which would rise to extremely high altitudes on 
the borders of space and then descend in a gliding fashion to what- 
ever targets had been selected. I think the technicians in defense 
could give you a much better technical description of the vehicle than 
I could. 


CONFLICT AS TO DESTRUCTIVE POWER OF OUR MISSILES 


Mr. Weist. Mr. Stans, in the testimony given last Friday to the 
Armed Services Committee, Secretary McElroy and Mr. Holaday 
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stated that the Department of Defense had concluded that the nuclear 
warhead in the Nike-Hercules or in the projected Bomare would 
definitely destroy the nuclear warhead of the bombs carried by enemy 
aircraft. 

Senator Jackson, on the other hand stated that this was contrary 
to testimony given before the Joint Atomic Energy Committee by 
top nuclear physicists. The question is whether you have any views 
or whether the President’s scientific advisers have any views on this 
question. Could the warhead on the Bomare or the Hercules destroy 
the bomb carried by the manned bomber if it hit the manned bomber ? 

Mr. Srans. We have raised that question from time to time. I 
don’t know that there has ever been a final answer on it. Again I 
think this is a matter that the scientists would have to answer for 
you. 

’ Mr. Weist. Does your Military Division staff have any views on 
this subject ¢ 

Isn’t the key to this program the question whether if a manned 
bomber is hit by a warhead from a Bomare or a Nike-Hercules the 
bomb carried by the bomber will be destroyed? If it doesn’t destroy 
the bomb, it is useless to hit the plane; isn’t that right ? 

Mr. Stans. I think it is important that it destroy the bomb or 
make it inoperable, and at a reasonable distance from the potential 
target. Just what is involved in that scientifically, I am not prepared 
to say. I merely say that we in the Bureau of the Budget have 
raised the question, and we do not have a final answer. 

Mr. Weisz. Do you think—and I am just asking for information— 
that we should probably program billions of dollars for a we apon and 
not be sure or reasonably sure that the weapon will do its job? 

Mr. Srans. I think that is the kind of question that properly 
should be raised, as we have raised it and as you are raising it. But 
I think it is one that only the scientists and the research people can 
answer. 

Mr. West. I think that the testimony given in this eonnection was 
that even if it does destroy the bomb, anyone looking up will have 
his eyesight destroyed forever. 

Mr. Srans. Well, I am sure that is a hazard involved in any nuclear 
bomb explosion. 

Mr. Weisu. In reaching the decision with regard to this revised 
plan for continental air defense, was there any consideration given 
to putting the money that is saved through this revised plan into 
offensive retaliatory capability ? 





THE MONEY SAVED WILL NOT BE PUT INTO OFFENSE 


Mr. Srans. Included in the plan is a proposal to increase the Nike- 
Zeus program, which is a defense against nuclear missiles, but I do 
not believe there were any other decisions involved elsew here in the 
defense budget or defense program, and I know of none affecting 
our retaliatory capacity that are part of this particular plan. 

Mr. Weist. To what extent was additional money put into the 
Nike-Zeus program, and for what purpose was this additional money 
put into that program ? 

Mr. Srans. The proposal is to put $137 million more into the Nike- 
Zeus program. 
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Senator Srennis. Excuse me, Mr. Stans. Senator Bridges, counsel 
yields. 

Senator Briers. Do you, as head of the Bureau of the Budget 
make military decisions? 

Mr. Srans. We do not make military decisions. We don’t develop 
war plans or strategy. 

Senator Bripers. Does that mean you are called in only in an ad- 
visory capacity, insofar as defense measures affect the budget? 

Mr. Srans. Yes. We are the President’s staff insofar as fiseal mat- 
ters are concerned and in the development of fiscal plans we do probe 
into and raise questions about programs in every department and 
agency of the Government. In the case of the Department of De- 
fense we questioned many, many more programs than have been 
named in this testimony. 

Senator Brinees. As this committee would do in questioning or as 
any other committee of the Congress would do? 

Mr. Srans. Yes, sir. 

Senator Brincrs. I want to get this crystal clear. None of these 
military decisions are made by you. You are an adviser on fiscal 
policy and you do your duty by raising questions and investigating 
the wisdom of these military decisions. You have not made the mili- 
tary decisions and you don’t attempt to make them. Is that correct! 

Mr. Stans. We do not make military decisions, but in the budgetary 
area we raise questions, we make challenges on behalf of the ‘Presi- 
dent as to programs that are proposed and, as I testified on my pre- 
vious occasion here, if we are not satisfied with the answers of the 
Secretary of Defense, we can still go to the President and raise the 
issues with him in the presence of the Secretary of Defense. But the 
President is the one who makes the final decisions. 

Senator Brinces. Thank you. 

Senator Srennis. Thank you, Senator. Counsel, you have 10 
minutes, is that right ? 

Mr. Wretst. Yes, sir. 

In that connection, Mr. Stans, you do have power over the appor- 
tionment of funds in the Defense Department after they are appro- 
priated by the Congress, do you not? 

Mr. Stans. Yes. We have the responsibility under the Anti- 
deficiency Act to apportion the funds to the Department of Defense 
as we do to all other agencies of the Government. 

Mr. Werst. In connection with military decisions or war plans, 
do you comment or advise on those decisions and war plans? 


BUDGET DIRECTOR SITS IN WITH NATIONAL SECURITY COUNCIL 


Mr. Srans. One of the principal ways in which we may comment 
on military decisions or war plans is through my attendance at the 
meetings of the National Security Council or ‘through the membership 
of the Bureau of the Budget on the Planning Board. This is in 
addition to the questions concerning military programs which we 
raise in the budgetary process. 

Mr. Wrist. I believe you testified, that by agreement with the See- 
retary of Defense, at times you make a list of funds to be apportioned 
for certain programs, with the agreement that they will not be released 
without your consent. 
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Mr. Srans. As I testified on May 20, the last time I was here, in 
connection with the apportionment action last fall on the 1959 budget 
we made two lists. One was a list of items which the Secretary of 
Defense would not release for obligation without a deliberate decision 
todo so. That list amounted to about $2.5 billion. The other was 
a list of about $900 million which were withheld from apportionment 
at the time, pending the development of further details or information 
or answers to questions that had been raised. 

Mr. Wrist. General Partridge is in charge of Continental Air De- 
fense. Were his views obtained with respect to this revised plan ? 

Mr. Srans. I am not in a position to know, but I understand that 
he was consulted. 

Mr. Wetsu. Do you know whether his views agree with the decision 
reached in connection with the revised plan ? 

Mr. Stans. I do not know. 

Mr. Wrist. Did you get any opportunity to study the details of 
the revised plan, as recommended by the Joint Chiefs ¢ 

Mr. Srans. I don’t know of any revised plan prepared by the Joint 
Chiefs, and I am not aware of the extent of their participation in this 
matter, so I really can’t testify on that. 

Mr. Wrist. You don’t know whether they agree with the decision 
reached or not ? 

Mr. Stans. All I can say on that is that three of the four members 
were present in the President’s office when the Secretary of Defense 
presented the plan, and there were no objections stated to it on the 
part of any of them, and I assumed that they were in agreement. 

Mr. Wersy. Do you know, Mr. Schaub, whether there were any 
objections raised or whether any difference of opinion was presented 
in connection with this revised plan, by the Joint Chiefs? 


NOT ADVISED OF CHIEFS’ SPECIFIC OBJECTIONS, IF ANY 

Mr. Scuavs. I do not know specifically. The time period under 
which this program was developed was so telescoped that there was not 
too much time for me to become familiar with all of the actions. If 
it ran true to form, I would assume that there were differences 
of opinion on the part of the Joint Chiefs, but I don’t know specifically 
of them. 

Mr. Wetst. Is a formal budget amendment being submitted to the 
Congress to cover the changes resulting from the revised plan? 

Mr. Stans. I understand that the Secretary of Defense is present- 
ing the details of the program adjustments to the Senate Appropria- 
tions Committee this morning, as part of the Committee’s considera- 
tion of the fiscal year 1960 budget. 

Mr. West. If the revised plan is adopted by Congress, will that 
mean that you will definitely apportion all the funds? 

Mr. Srans. I would hesitate to give an unequivocal affirmative an- 
swer because I don’t know what issues, if any, may develop, but I 
know of no reason at this time why we would not apportion all of the 
funds for this program. 

Mr. Weis. Does the revised plan fully satisfy the questions you 
raised on continental air defense ? 
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Mr. Srans. It satisfies them in this sense, that the President has 
made a decision approving this plan, and that is the objective of our 
efforts. We have, as I said, reserved the right to raise further ques- 
tions in connection with the fiscal year 1961 and subsequent budgets, 
and we will determine what questions should be raised in the light of 
the conditions at that time. 

Mr. West. I think my time is up, Mr. Chairman. 

Senator Stennis. Mr. Stans, I am going to be very brief. I want 
to give the other Senators a chance to question. 

Going back to Mr. Weisl’s question, he brought up a point that I 
have been very much concerned about, and that is the effect of all our 
ground-to-air defenses. What will their effect be, even if our missiles 
are effective, and they knock down the attacking planes? 

Furthermore, what is going to be the effect of, not only the incom- 
ing bomb, but the nuclear warheads we use ourselves. The more I get 
into this problem, frankly, the more I doubt it has ever been fully 
presented to the President of the United States. You say you don't 
pass on this. Have you ever had a briefing on it? I haven’t hada 
full one myself. I am not trying to show that I know more than you 
do, because I probably don’t know as much as you do about it, but I 
wondered whether you have ever had a briefing on this point? 


HIT ON BOMB DOES NOT NECESSARILY MEAN IT WILL EXPLODE 


Mr. Srans. I have had a discussion with the President’s scientific 
advisers on the subject, but I do not recall all of the details. One 
thing I do recall is that it cannot be presumed that any atomic weapon 
that is shot down is necessarily going to explode. 

There is a triggering action that is necessary to set off a bomb, and 
if the triggering action has not been taken, then the bomb is not 
necessarily going to explode upon impact. 

Senator Srennis. Not necessarily. 

Mr. Srans. Not necessarily. Now beyond that, as to what the 
conditions are that can cause the explosion, and so forth, I think I 
should defer to others. 

Senator Srennis. They discussed with us the so-called deadman 
fuse that would set off this bomb when it fell. Now at the level of 
the competence of Dr. Furnas—I have heard him mention this, al- 
though he did not explain it fully. 

Mr. Srans. Yes, sir. I am familiar with the concept, but again I 
have no way of knowing what its application would be in the case of 
a Soviet plane and bomb. 

Senator Stennis. You have not had a full briefing on this, as I 
understand it now. 

Mr. Srans. No; I have not. 


DEFICIENCY IN AIR FORCE MILITARY PERSONNEL FUNDS 


Senator Stennis. Here are a few questions for the record. As I 
understand it, the Air Force has just sent over information, Mr. Stans, 
to the Senate Appropriations Committee, that there is a deficiency of 
$60 million in the Air Force military personnel appropriation for the 
fiscal year 1960. Do you know whether this is actually the case? If 
so, how could a matter like this happen ? 
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Mr. Srans. Senator Stennis, there is apparently a deficiency in the 
military personnel appropriation for the Air Force for fiscal year 1959 
of about $40 million, but I have no knowledge of any expected defi- 
ciency in fiscal year 1960. _ 

Senator Stennis. The information that came to me was that there 
was a miscalculation of $60 million pertaining to the 1960 budget. 

Mr. Stans. I understand, after discussion with Mr. Schaub, that 
they are testifying to that effect before the Senate Committee on 
Appropriations. l : 

Senator Srennis. I wasn’t over there this morning, but my direct 
information is that the $60 million deficiency was mentioned in the 
Department of Defense restoration requests to the Senate. I would 
think this matter would have to be cleared with you. 

Mr. Stans. This is new information to me. 

Senator Stennis. New information. Well, if you or any of your 
men are with us this afternoon, would you check it, please ? 

Mr. Stans. We will do that, and if you wish we will put a statement 
in the record. 

(The information is as follows :) 


MILITARY PERSONNEL, AIR Force, 1960 


I am informed that the Air Force now anticipates a deficiency in the appropri- 
ation “Military personnel, Air Force, 1960,” of between $40 and $60 million. 

While the Bureau of the Budget has not been furnished detailed estimates, 
our staff has been advised that this deficiency is primarily due to significant in- 
creases in the dependency and longevity factors. The number of enlisted person- 
nel who are married and the average size of their families have risen sharply. 
In addition, the service longevity of airmen was apparently underestimated by 
the Air Force in the 1960 budget as submitted to Congress. 

Senator Stennis. Give us an answer on that. I don’t want to be- 
labor the question about your knowledge as to the effect of these bombs. 
I think that other witnesses will have to testify to the effect of these 
bombs, but if you haven’t really been briefed on it, the point I make 
with you is that you don’t really have a considered and hard conclu- 
sion about it. 

Mr. Stans. That is correct. 

Senator Busu. Go ahead, Mr. Chairman, if you would like to con- 
tinue, I am in no hurry. 

Senator Stennis. You proceed. 

Senator Busu. Mr. Stans, I have a memorandum here entitled “Dis- 
position of Funds Appropriated for National Defense,” and this was 
prepared at the request of Senator Saltonstall last spring by the Leg- 
islative Reference Service here of the Congress. In a paragraph con- 
cerning the formulation of the budget, there appears this paragraph. 
It says: 

In recent years defense appropriations have not been approved until after 
the beginning of the fiscal year for which the appropriations were made. This 
causes delay, since apportionment cannot be made until the appropriations are 
approved. The delay in apportionment in turn delays the letting of contracts 
for new programs, since funds may not be obligated until they have been ap- 
portioned and allocated. 

That is the end of the quotation. I wonder if you could comment on 
that. Undoubtedly they got this information from you. At least it is 
not any surprise to you. 
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Mr. Srans. Senator, in each session of the Congress when the ap. 
propriations have not been acted upon by June 30, a joint resolution 
is passed providing funds on a temporary basis. Funds made avai}. 
able under the authority of this resolution are not required to be 
apportioned and the Department of Defense can continue to obligate 
funds. 

Senator Busn. Yes. 

Mr. Srans. Now your question also refers, however, to the time in- 
volved after appropriation is made to have the apportionment action 
taken by the Bureau of the Budget. 

Senator Busu. Yes. 


EFFORT TO MAKE FUNDS AVAILABLE IN TIME 


Mr. Stans. We have been doing everything we can to reduce the 
time factor involved in the apportionment process, and last year we 
worked out a mutually satisfactory procedure with Assistant Seere- 
tary McNeil, which, I believe, solved the problem. We made the 
apportionment actions promptly, and Assistant Secretary McNeil 
has testified that the procedure we followed last year was a great 
gi sabes and highly satisfactory to him. 

enator Busy. Do you think that there is anything that we could 
do to improve the situation ? 

Mr. Srans. Of course, it goes without saying that if the Congress 
could appropriate the military budget at an earlier date, it would 
certainly help in the actions that the Bureau of the Budget and the 
Department of Defense have to take. 

Senator Busu. This is pretty hard to do when you are faced with 
some of these very difficult questions of missiles and continental de- 
fense. It seems to me that the Congress has worked pretty hard on 
this problem this year and last year. Certainly we have in, the 
Senate. 

Mr. Srans I am sure, Senator, that the committees are proceeding 
as expeditiously as they possibly can. But this is a fact of life that 
we all have to live with. 

Senator Busu. I have no other questions, Mr. Chairman. 

Senator Stennis. Thank you, Senator Bush. 

Mr. Stans, going back to this money proposition now, I hope that 
you or your staff can follow up on this deficiency of $60 million dur- 
ing the noon hour, because this is a direct report as I said to the Ap- 
propriations Committee and I would assume that it had both the 
Department’s approval and the Bureau’s approval. These matters 
are not passed on unless they have been cleared somewhere, 

The House committee also raised a point in its report on the appro- 
priation bill for fiscal year 1960, and I quote from their report: 

The committee has been informally advised by the Army that the funds avail- 
able for the procurement program are approximately $217 million short of the 
amount necessary to finance the requirements of the program presented to the 
Congress in support of the budget estimates. This is reported as a result of a 
miscalculation in the funds to be made available from sources other than this 
specific appropriation act. 

If a mistake of this kind has been made and if in fact such a shortage exists, 


the committee feels that a supplemental budget estimate should be presented to 
Congress to cover the shortage. 
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Have you gentlemen had this called to your attention ? 

Mr, Stans. We have some familiarity with that. 

Senator Stennis. As the House reported, was there such a shortage 
actually existing of $217 million? | 

Mr. Srans. As we understand it, the matter of Army’s needs for its 
fiscal year 1960 programs is being handled in connection with the 
appeal to the Senate from the House action on the entire defense 
budget. I have talked to the Secretary of Defense about that, and 
my understanding is that if any further action is required after Sen- 
ate action, it will be brought to our attention. The matter is in 
abeyance at the present time until the fiscal year 1960 appropriations 
have been made. 


ACTION DEFERRED PENDING ACTION ON 1960 APPROPRIATIONS 


Senator Stennis. You mean you deferred it until a supplemental 
bill could come in at this session ¢ 

Mr. Stans. No, we deferred it until action is taken on the fiscal year 
1960 appropriations for the Department of Defense. 

Senator Stennis. That is what this alleged shortage pertains to. 
Why would you defer it until the committee acted? 

Mr. Srans. The House added $200 million to the Army’s programs, 
and there were a number of other adjustments. As I have said, I 
discussed this with the Secretary of Defense, and we agreed to hold 
off consideration of this matter until their determination as to whether 
or not they were going to accept within their program the add-on 
made by the House, or whether they were going to ask for Army’s 
appropriations to be handled in some other way. 

aa Stennis. Mr. Stans, that would not touch this problem, 
would it, because the House, as I understand it, provided that the 
extra money could not be used for any purpose except those they 
specified. 

That is the way I recall it. That is what the House specified when 
they added the money for the additional items, isn’t that right, Mr. 
Schaub? 

Mr. Scuavs. This gets very complex because in the revised package 
which the Department of Defense is presenting to the Senate Appro- 
priations Committee today in relation to the House action, and the 
proposed adjustments in the Hercules program, there are funds being 
applied in consideration of this problem. I can’t give you the specifics 
at this time, but I am sure they are presenting them to the Senate 
Appropriations Committee this morning. 

Senator Srennis. It certainly is going to be complicated. The 
= committee said with reference to the $200 million they added, 
that 


The committee does not intend that any of the funds provided above in the 
budget estimates for Nike Zeus, fire power modernization or the reserve forces 
be used to make up the shortage. 

Will the increased funds proposed under the revised plan make 
Nike-Zeus operational at a faster rate ? 

Mr. Scnaus. No. However, the revised plan adjusts construction 
and procurement funds for Nike-Hercules which offset part of the 
$217 million shortage that they are talking about. 
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Senator Stennis. If you defer this until all those matters are 
settled, with this shortage of $217 million, I don’t see any way for 
the Appropriations Committee to handle it. It would require a sup- 
plemental, don’t you think? 

Mr. Srans. I understand that the matters will be presented to the 
Senate Appropriations Committee by the Department of Defense in 
such a way as to make a supplemental unnecessary, but we do not 
have all of the details of their testimony. 

Senator Stennis. Do you give them just carte blanche authority 
to handle it that way? I want to feel that all of the departments 
have cleared it through you gentlemen. Not that we distrust them 
but it gives us assurance that someone has brought it out and put the 
pieces together. 


LIMITATION TO AMOUNT APPEARING IN JANUARY BUDGET 


Mr. Srans. We did not take issue with the Department of De- 
fense determinations as to the position they should take on the House 
add-ons and on-the-House cuts. We did make suggestions as to what 
we thought might be the best way to handle them, but the deter- 
mination was to be made by the Secretary of Defense, and I am not 
sure that we have all of the details yet as to how the Secretary is go- 
ing to make the presentation. 

The only limitation that was imposed upon him was that in the 
aggregate the Secretary would not ask for a greater budget for 
the Department of Defense than appeared in the budget document 
last January. 

Senator Srennis. I received notice this morning to come to the 
Defense Appropriations Committee hearing, because the Secretary 

ras going to be there and make his final statement in reference to that 
bill. I chose to come here and hear you instead. With reference to 
the requests for the Navy for their restoration of their carrier that the 
House deleted, the Navy says— 

The preference of the Navy is to request the inclusion of the aircraft carrier 
in this account and to amend the estimates to which antisubmarine program 
amounts have been added so as to deduct those amounts. In the event that 
the Senate does not approve the restorations of the full amount of the ship- 
building estimate, the Navy desires to retain the amounts added to the several 
estimates for the enlargement of the antisubmarine warfare program. 

The Secretary of Defense says in his statement to the Senate Ap- 
propriations Committee today : 

Although the Department of Defense agrees with the House Appropriations 
Committee on the critical importance of the antisubmarine capability—and I 


might add that the specific increases made are good—we still feel that another 
attack carrier is of high priority. 





UNEQUIVOCAL STAND BY NAVY REQUESTED 


Now the question is, Which one was the Navy pressing for and 
what. was their position? I think they ought to tell us positively 
their stand, what they want and what they are making a fight for. 

In the same breath they say, “If you can’t let us have that, let us 
have this” which weakens the argument in my mind. I think it weak- 
ens their position. Do you have any comment on this situation? 

Have you given them freedom to make these arguments ! 
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re I suppose you have. . | 
Mr. Srans. We have given them freedom to decide which they 


or . > , 

p- think is of greatest priority. By that I mean that we have not in- 
terfered with the decision of the Secretary of Defense on that. 

in they could ask for. 7 

ot Mr. Stans. We asked that they not ask for more money than the 


total amount included in the original budget submission to the 
Congress. Oo © ‘ ‘ ° 
Senator Stennis. Since Senator Symington had to be away from 
the room, I am going to call on him now. 
‘ a a + 
18 Senator Symineton. Thank you, Mr. Chairman. I want to apolo- 
gize for leaving but I had to appear before the Defense Appropria- 
| tions Subcommittee. Secretary McElroy was testifying and there 
were several questions that I wanted to ask him. 
Senator STenNIs. Just proceed, Senator. 


16 Senator StenNis. But you gave them a ceiling of what amounts 


e- Senator Symineton. Thank you, Mr. Chairman. 

se I was interested in your answers to the counsel, Mr. Director. Who 
at is your expert in military procedure and military operations? 

r- Mr. Stans. Senator, we don’t profess to have experts in military 
ot operations. I think our staff people are highly competent in matters 
0- of military financing and military programs. 

Senator SymMincton. What people ? 
he Mr. Stans. The people in our Military Division, plus Assistant Di- 
or rector Ralph W. E. Reid. 
nt Senator Symincton. Who are they ? 

Mr. Stans. Well, the Division is headed by Mr. Schaub, who is here 
he today as a witness and his principal assistant is Mr. Ellis H. Veatch, 
ry who also is here in the room today. The Division is composed of a 
at number of other people with various special fields of interest in de- 
to fense matters. 
he Senator Symrneton. There is no criticism implied. I have known 

Mr. Schaub well and have worked with him for many years, about 15, 
jer I pee. seals . 
_ Mr. Scuavs. That is right, sir. 
iat Senator Symineton. Have these gentlemen had any experience in 
7 the military in any position of reasonably high authority ? 
: THEY SEND THEIR PEOPLE TO MILITARY SCHOOLS 

Mr. Scuaus. The majority of them have had military experience 
én of one sort or another. We attempt to participate in the military 
I schools to the extent possible. We are sending a man to the War Col- 
. lege, for instance, at this next session. 

Senator Symineton. Most of us have had military experience, but 
| I mean what, for example, is the highest rank in the military that you 
| and your No. 1 assistant have had? | 
nd Mr. SCHAUB. My military experience goes back to World War I. 
ly Senator Symineton. So does mine. What was your rank? 
Mr. Scuavs. I was a corporal at that time. 
us Senator Symrneron. You were just a little higher than I was. 
JI Mr. Scuavus. Mr. Veatch was a lieutenant commander in World 


) War IT, and Assistant Director Reid is a lieutenant commander in the 
| Naval Reserve. 
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Senator Symineron. Mr. Director, you say that a decision had been 
made to cut the Nike and Bomarc programs. 

One or two bombers, if they get in can destroy one or two cities 
If we need a certain group of weaponry in defense, how do you arrive 
at the conclusion that we need less than that? The danger is gti] 
there. How do you figure a percentage of reduction? 

Mr. Srans. Senator, we think that is the responsibility of the 
Secretary of Defense and the military services to determine. 

nue Symineton. Did you recommend the elimination of the 
Nike? 

Mr. Srans. We questioned the need for both the Nike-Hercules 
and the Bomare. 

Senator Symrneron. You questioned having them at all? 

Mr. Srans. We questioned the size of the programs and the need 
forthem. That iscorrect. 

Senator Symrneron. Don’t misunderstand me. I would do the 
same thing in your position. I question the need for having them at 
all, but I was just wondering about the reasoning. First, you decide 
we need something and then shortly thereafter you decide we don’t 
need the same thing. You end up with a compromise. 

I just don’t understand exactly the logic in that, and I am glad to 
hear that you did question the program. 

In a presentation being made by the Department of Defense before 
the Appropriations Committee this morning, they point out that they 
propose to cut the continental defense program for fiscal year 1960. 

When I asked them what they planned to add to offense strength, 
they said nothing except for research and development. As im- 
portant as it is, you can’t shoot, fire, ride in, or fly research and de- 
velopment. So the net is that they are cutting the defense capability 
and not adding to the offense capability. Is that a fair observation? 


NOT ADDING TO OFFENSE SO FAR AS MASTER PLAN GOES 


Mr. Stans. If you are referring to this recent so-called master plan, 
that is correct, as I understand it. 

Senator Symrineton. Then that is a fiscal decision, not a military 
decision, isn’t it ? 

Mr. Stans. I think it involves military decisions as to the size of 
the particular programs that they consider necessary for air defense. 

Senator Symineton. If you cut your defense and don’t add to your 
offense, certainly nobody would have the temerity to tell the American 
people that we were stronger or that the danger is lessened. 

This is really a fiscal operation, isn’t it? 

Mr. Srans. Senator, I hesitate to agree with you on that because 
I think the decision was primarily in terms of military requirements. 
It goes back to the time when Secretary McElroy testified recently 
before a congressional committee that there was a question of the 
need for having both Nike-Hercules and Bomarc, and he hoped that 
the Congress would hold Defense’s feet to the fire until some decisions 
were made. 

Senator Symrneron. You did say at the beginning of these hear- 
ings, that you did not want any misapprehension on the part of the 
committee of the power and the effectiveness of the Bureau of the 
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Budget, and I most certainly agree with you based on my experience 
that that is true. 

Reducing the ground-to-air defense program somewhat amounts to a 
compromise Ww ith your recommendation. They are accommodating 
you to some extent in what they are doing with Nike and Bomare, 
hut they are not adding to the offense. 

Did you rec ommend at any point any addition to the offense? 

Mr. Srans. Not at this time, or in connection with the develop- 

ment of this current plan. 

Senator Symineton. Thank you, Mr. Director. I think the record 
will show clearly that this 1 is a fiscal and not a military decision. 

Now the House added $172 million recently for offensive purposes— 

ifically the Atlas and the Minuteman. The Sec retary of Defense 
en that they plan no further increase in B-52’s, in B-58’s, and 
in KC-135’s. But the House added $172 million of which $87 mil- 
lion was for accelerated research and development on the Minute- 
man, which the Secretary said this morning we expect to begin to 
get by 1964. This is just 1959. He also said that they did not ex- 
pect to spend any of the added money for increased production of the 
as range ballistic missiles unless it looked like they should. 

The implic ation was that they would not spend more on the ICBM. 
So in effect the probabilities are—if you know anything different let 
me know—that we will go through the same type of operation that 
we did last year where after having the hearings, the Congress ap- 
propriated $1.3 billion more money, but it was not used by the De- 
partment, is that correct? 


ON THE QUESTION OF WHETHER THE MONEY WILL BE SPENT 


Mr. Srans. I think that anticipates, Senator, a lot of decisions that 
may still have to be made, and I don’t think that it is possible to know 
what actions may be taken in that respect until after Congress settles 
upon the amount and the details of the appropriations that are made 
for 1960. 

Senator Symrneron. So out of a budget of around $41 billion, after 
cutting the continental air defense program appreciably, roughly 
one quarter of 1 percent of the total might be added for already. de- 
veloped ICBM’s or it may be that it won't be spent regardless of 
anything else. 

That is correct, is it not? 

Mr. Srans. Senator, I think that depends upon decisions that will 
have to be made by the Secretary of Defense. 

Senator Symineron. It is $100 million that we are talking about 
now. 

Mr. Srans. These decisions are matters of the timing of these pro- 
grams and the usefulness of the money at any given period of time. 

The substance of the decisions made last year by the Secretary of 
Defense with the approval of the President was to defer committing 
some of the items appropriated by the Congress on the basis that the 
programs had not yet reached the stage of dev elopment or technology 
where the funds could be effectively used. Since that time most of 
that money has been released. 

Senator Sy mineTon. I respectfully say that your answer is not 
entirely responsive to my question and the reason may be that we 
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don’t understand each other. Last year the Congress appropriated 
$1,300 million extra of which 34 percent was spent for the Purposes 
ee 8 percent for other purposes, and 58 percent was not spent 
at all. 

This year there is $172 million added in the House bill for increased 
offense in the ICBM field. My question is that that increase may be 
handled as it was last year or it may not be. Is that fair? 

Mr. Srans. That is correct. It would depend upon decisions that 
have yet to be made. 

Senator Symineron. And the production part of that is one quarter 
of 1 percent of the $40 billion plus budget, is that right ? 

Four hundred million would be about 1 percent, so 100 million 
would be around a quarter of 1 percent. 


WILL THE PROGRAMS BE ACCELERATED? 


Mr. Srans. Senator, I think it would be helpful to have the record 
clear here and I am not sure which $100 million you are speaking of, 

Senator Symineron. The $100 million that Secretary McElroy in 
his statement pointed out this morning that the House had appro- 
priated for additional ICBM’s. 

Mr. Stans. My understanding is that there are two items—one of 
$85 million for the Atlas and one of $87 million for the Minuteman. 
Are those the items you are referring to? 

Senator Symineron. Indirectly. But I was referring to Secretary 
McElroy’s statement : 

The Department of Defense has given very careful consideration to the addi- 
tional $172 million provided by the House for the Atlas and Minuteman pro- 
grams. We believe a total of about $73 million of this amount equivalent to 
the savings effected in the Air Defense programs of the Air Force may advan- 
tageously be made available in 1960 for use for such items as the acceleration 
of the Minuteman program. 

The Secretary then continues: 


If the Senate chooses to support the full amount provided by the House for 
these programs, we would consider such extra funds as providing additional 
fiexibility. 

To me that means: “We might spend it or we might not,” because 
he adds to that: 

But we would not regard this action as a mandate to accelerate these 
programs. 

Mr. Srans. Then I think my answer is correct that it depends upon 
the Secretary’s future recommendations in that respect. 

Senator Symrneron. That is what I thought, too. 

The House appropriation report states that we have spent $29 billion 
on continental defense in the last 10 years, and that we plan to spend 
tens of billions more under present plans and programs. Has anybody 
in the Bureau of the Budget studied the question of the effects of 
nuclear explosions on electronic communication, on tracking capa- 
bilities—so very important in such fields as Nike-Zeus? 

Have you had any detailed scientific studies to show whether or not 
this money may be wasted if the Russians are intelligent enough to 
step off with this type and character of approach ? 

Mr. Stans. Senator, again we are conscious of the problem and its 
significance. We do not have the scientific experts to make a formal 
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study of the matter. But I understand that it is under continuing 
study by the scientists including the President’s scientific advisers. 

Senator SymineTon. Is my time up, Mr. Chairman ? 

Senator Stennis. You have gone over about 5 minutes. However, 
since you missed your first round, go ahead for 5 minutes more. _ 

Senator SymineTon. Have you made any study or could you give 
us any classified papers to show what the effect of this type and char- 
acter of development would be on our continental defense measures, 
into which we have already put so many billions of dollars? 

Mr. Stans. I have no study or paper of that type now, but I expect 
to receive a lot more information on it from the scientists before we 
get to reviewing the 1961 budget. 

Senator Symrneton. On the 1961 budget, but you don’t think that 
any information you get on it would affect the 1960 budget; is that 
right 

Mr. Srans. I don’t think there is adequate information available 
atthistime. Atleast, I don’t know of it. 

Senator Symineton. Thank you, Mr. Director. 

You would agree, would you not, that the budget is basically a 
policy document—what one might call an arithmetical presentation of 
the plans and policies for the coming fiscal year ? 

Mr. Stans. I think that is a good definition of it. 

Senator Symineron. Let’s discuss the budget as a financial state- 
ment. The Federal budget as presented to the Congress each year is 
not in any business sense a financial statement showing the assets, 
liabilities, or general condition of the Federal Government, is it? 

Mr. Srans. No; it is not any statement of assets or liabilities or 
financial condition, although, I may say that many of the details of 
assets and liabilities are included in the budget document. 

Senator Symineron. If I interrupt you, please be sure to interrupt 
me back so that the record is exactly the way you want it. 

Mr. Stans. Thank you, Senator. I appreciate that very much. 


INTEREST MANIFESTED IN PRESENTATION OF NET WORTH 


Senator Symineron. Do we have any such financial statement 
which reveals to the American citizen the net worth of his Government 
at the end of the fiscal year ? 

Mr. Stans. That, Senator, is a very interesting subject, and I have 
devoted a considerable amount of time to it since I became Director of 
the Bureau of the Budget. I think it is a matter that deserves a great 
deal more thought, and I have stimulated studies in the Bureau to see 
what can be done to develop effective statements of assets and liabilities 
of the entire Government. 

Now I may say that that is not nearly as simple a matter as it may 
seem. It involves tremendously complex problems of valuation of 
assets. 

Senator Symrneron. I cannot understand why such a statement is 
not prepared to show what the assets and the liabilities and the net 
worth of the Government are. 

Mr. Stans. Personally, I would like to see much more done along 
that line. The Treasury Department is doing some work in that same 
general direction. The House Committee on Government Operations 
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has, for several years issued an annual report containing an inventory 
of the Government’s real and personal property. 

But there is not now any single financial statement that shows the 
assets and liabilities of the Federal Government, and I think in time 
that will definitely be a necessity. 

Senator Symrneron. Here there seems to be great excitement, about 
balancing the budget without giving consideration to net worth. But 
when I was in business, if you had an asset, you expressed it as an 
asset and you were relatively proud of it unless it got to be too large 
as against income. 

But a productive asset in this Government seems to be considered 
a source of embarrassment and treated as if it were a liability even 
though it is a dam like the one I dedicated last Sunday that is going 
to do so much good for the people in my State. 

This year a revenue deficit is anticipated. How much do you think 
it will be? As I understand it we are going to have a revenue deficit, 
Is that incorrect ? 

Mr. Stans. That is a term I am not familiar with, 

Senator Symineton. If revenues are insufficient to meet expendi- 
tures, can that not properly be termed a revenue deficit? In other 
words, the budget will be unbalanced. 

Mr. Srans. In fiscal year 1959, the year which will end on June 80, 
1959, we expect to have a budget deficit of approximately $12.5 billion. 

Senator Symrneron. Thank you. Now in 1956 and again in 1957 
there was a small surplus of about $1.6 billion. This year, 1959, there 
is to be the largest peacetime deficit in the country’s history; is that 
right ? 

Mr. Srans. That is right. 

Senator Symrneron. Mr. Chairman, how much greater or less would 
you estimate the Federal Government’s net worth to be at the end of 
the fiscal year 1959—a deficit year—than at the end of the fiscal year 
1957—a surplus year? i 

_ Mr. Stans. I do not have any particular idea of the amount of that, 
Senator. Some of our assets have gone up, some have gone down. 

The problem of valuation at the two dates is an extremely difficult 
one. I could insert in the record, if you would like 

Senator Symincton. Would you do that? 

Mr. Srans. Some information on the subject, whatever we have 
that would bear on the point. 

(The information is as follows :) 





FEDERAL GOVERNMENT'S NEt WorTH 


The estimate of change in the net worth of the Federal Government between 
June 30, 1957, and June 30, 1959 is not readily available. Information on this 
subject is being prepared and will be furnished to the committee at the earliest 
practicable date. 

Senator Symineron. Mr. Chairman, the staff has given me one more 
question to ask. 

Senator Srennis. All right. 

Senator Symrineron. Coming back to the quotation from Secretary 
McElroy’s statement, this really says, doesn’t it, since there were sav- 
ings of $73 million in defense programs, we can use only $73 million 
of the amount added by the House for the ballistic missile program? 
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Now, isn’t this a frank admission that there is a ceiling on the 
amount that can be requested of the Congress and that despite any 
change in conditions the original budget amounts are what you might 
say sacred? Doesn’t this make a mockery of the repeated statements 
to the Congress by various people of the administration that they 
would not hesitate to come back and request supplemental appropria- 
tions ? 

APPROPRIATION NO MANDATE TO SPEND WASTEFULLY 


Mr. Srans. Those are somewhat strong terms, Senator. I don’t 
think it makes a mockery of the administration’s program. I think 
the Secretary of Defense is trying to do what all of us would want to 
do to provide for the security of the country, but to do so with the most 
effective use of our resources. 

He believes that of this $172 million, some part of it can be aceom- 
plished by reprograming, and if it is fully appropriated to him, he 
will use it at the time at which it can most effectively be used. I think 
that is a proper decision for him to make, and I am sure that we would 
both agree that an appropriation made by the Congress is not neces- 
sarily a mandate to spend, if to spend it at a given time or in a given 
way would be wasteful. 

Senator SymrneTon. I would like to add 2 comment about this so- 
called “master plan,” which is certainly a misnomer. 

This revised continental defense program is at best a compromise 
effort to satisfy each of the quarreling services. 

It guarantees a further waste of billions of dollars of the taxpayers’ 
money annually. It plans and programs an inadequate defense at the 
expense of an adequate offense. Those are my convictions which I 
expressed after listening to Secretary McElroy’s explanation. I did 
not want you to think that I was taking any position with you that I 
had not also taken with the Secretary of Defense. 

Mr. Counsel, I have exceeded my time. 

Mr. Wrist. Please go ahead, Senator. 

Senator Symrneron. If you have more questions I would rather 
listen to you. I always learn a lot by listening to your interrogation. 

Mr. Wrist. I learn a great deal in listening to you. 

Senator Symineron. You are very kind but inaccurate. 

Mr. Werst. Mr. Stans, in order to do my duty in making an ap- 
propriate record for the committee, I am compelled to ask you the 
following questions: 

Your duty is to advise the President of the United States; isn’t 
that right? 

Mr. Srans. That is the basic framework within which we operate. 

Mr. Wrist. In order to advise the President of the United States, 
you must have information on which to base that advice; isn’t that 
correct ¢ 

Mr. Stans. That is correct. 

Mr. Werst. In connection with this master plan, you were not 
briefed on the question of whether—if a ground to air missile hits a 
manned bomber of the enemy—the bomb in the enemy bomber will 
explode? 

Mr. Srans. That did not come up in connection with the master 
plan; that is correct. 
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* 

Mr. Weisu. You were neither advised nor briefed on that subject; 
isn’t that correct ? 

Mr. Stans. That is correct. 

Mr. West. You were not briefed on the subject of what will hap- 
pen if our own warhead hits the plane, as to what the effect of the 
explosion of that hit will have on our population, on our defense 
complexes, and on our cities; is that correct ? 


SCOPE OF MR. STAN’S BRIEFINGS 


Mr. Stans. Specifically on that question, no. 

Mr. Wrist. Were you briefed on the question of how many, or 
what proportion of enemy planes can be knocked out by the Bomare, 
or by the Hercules, or by both of them? 

Mr. Srans. I have had briefings, yes, in terms of war games broadly 
as to the effect of our Continental Defense under given conditions of 
attack. But I don’t recall any briefing specifically on what one 
weapon alone would do. I think that would be a rather useless 

Mr, Weist. Did you have any briefings on what all the weapons 
would do? 

Mr. Srans. Yes. 

Mr. Wrist. What do those briefings and war exercise results con- 
vey to you? 

Mr. Srans. I have seen quite a number of briefings from different 
points of view and with obviously different results. 

Mr. Wetst. What were the most optimistic points of view ? 

Mr. Srans. Can I discuss this off the record for a moment ? 

(Discussion off the record.) 

Senator Stennis. I think we can go back on the record. 

Mr. Wrist. What advice did you give? 

Mr. Srans. We advised the Secretary of Defense to consider 
whether or not these were necessary programs, and if they were, the 
program levels that should be considered as required, in the light of the 
reasoning that I gave at the last hearing before this committee and 
again this morning, sir. 

Mr. Wrist. Now I would like to ask a question in connection with 
our offensive capabilities. Since you testified, Mr. Stans, there has 
been another failure of the Atlas, which means that there have been 
five successive failures of tests of the production models of the Atlas. 

Has that changed your opinion any or has it given rise to any 
further doubts or questions that you may have as to the Atlas pro- 
gram ? 





CONFIDENCE IN ATLAS CONTINUES 


Mr. Srans. I don’t think it has increased our questions or doubts. 
I have discussed very recently that question of Atlas failures, and I 
have been somewhat reassured that they are isolated understandable 
failures, that they can readily be corrected, and that the Department 
of Defense has not lost its confidence in the Atlas as a weapon. Be- 
yond that I have not probed any deeper at this time. It is a matter 
again that we would consider more deeply when we get to the 1961 
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Mr. Weist. Has anything occurred with reference to the Titan 
or the Minuteman since our last hearing that you think we ought to 
know about ¢ 

Mr. Stans. No, except I think there is a continuing effort to acceler- 
ate the Minuteman as fast as technology will permit, and a growing 
feeling of confidence in it on the part of the Department of Defense 
staff. 

Mr. Weist. When Admiral Burke testified before this committee, 
he stated that one of the deficiencies in the budget was the failure to 
provide adequate maintenance money to keep naval airplanes and 
naval ships combat ready. 

Asa vivid illustration of what he was talking about, one of our Navy 
planes was hit today by Russian attack planes. According to the radio, 
the pilot stated that his intercom system was out of order and that 
his guns did not operate because he did not have adequate parts. Does 
that change your views as to this issue of providing more maintenance 
funds to keep our military equipment combat ready and efficient ? 

Mr. Srans. No; I don’t think so. I thing it is carrying things 
pretty far to blame the budget for a failure of a particular piece of 
equipment or a particular mission. 

I think the question is whether or not that is a general condition, 
and, if so, whether the Navy has used its funds in the most advanta- 
geous way to remedy the situation. 

Mr. Weist. Admiral Burke, General Power, and General LeMay all 
complain about insufficient maintenance capabilities and inadequate 
capacity to keep our military equipment combat ready. I merely cite 
this as a possible illustration of what such a failure may mean. If 
a plane that is flying on the periphery of Russia has an intercom system 
in the plane that is out of order and guns that won’t fire, this certainly 
seems to be a great reflection on the combat readiness of our military 
weapons systems. 

Mr. Srans. Of course, one swallow doesn’t make a summer, and I 
just have no way of knowing whether what you describe is a chronic 
situation or completely isolated; or whether all of the judgments 
along the way have been as good as they could have been in providing 
for the disposition of the money appropriated. 

What I am saying is that I don’t think that is more than a frag- 
mentary bit of information bearing on this question. 

Mr. Weist. Oh, of course, it is, but it is merely illustrative of what 
can happen if proper maintenance is not performed on military 
weapons systems that are supposed to be combat ready. 

I think you testified you made certain suggestions concerning the 
appeals to the Senate that were not followed by the Defense Depart- 
ment. What suggestions did you make to the Department of Defense 
with respect to appeals to the Senate that were not followed ? 


DIFFERENCES ON THE FUNDING FOR THE MACE B 


Mr. Srans. I think the principal difference between what we 
thought the Secretary of Defense might consider and the answer 
which he came out with was that we recommended that he consider 
not appealing the House disallowance of the Mace B, which involved 
some $127 million. 
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Mr. Wrist. Why did you take that position ? It 
Mr. Srans. Well, it has been a question for some time, including perm 
the time of the preparation of the fiscal year 1960 budget, as to with 
whether or not it was a weapon that was necessary as an addition to | gpitt 
the other weapons that we have. defe: 


this program in defiance of your recommendation 
Mr. Srans. Yes, he can. I don’t consider it defiance. I think if 
he considers 
Mr. Weist. That is perhaps too strong a word. 


that 


prog 
this 





Mr. Weisz. Mr. Stans, can the Secretary of Defense go ahead with | actic 


Mr. Stans. If he considers my recommendation seriously and makes Se 
his decision, that is all I can ask, unless I think it worth bringing to | lay! 
the attention of the President. ™M 

Mr. Werst. The President would have the final authority. port 

Mr. Chairman, Mr. Stans has testified that he recommended that time 
the Secretary of Defense not contest the action of the House which deve 
took the appropriation for the Mace B out. B 

Senator Se 1s. Not resisting it. | yeas 

Mr. Wetst. Not resist it. | S 


Senator Stennis. I thank counsel for that information. Is this.a 
convenient time to stop? It is 12:30 and I want to ask Mr. Stans one 
question on another matter that has not been mentioned. 

We will continue the hearing this afternoon as I understand it from 
you gentlemen. it? 

Mr. Stans, I will ask you later what time you would rather come h 
back this afternoon, but there is a matter I want to direct your atten- 


tion to. thi 


mer 
inte 
\ 


The military construction bill, has not been passed by the Senate hac 
yet, but the Senate Armed Services Committee has put in a proviso the 
requiring an authorization each year for aircraft and missiles. I am 
on the Armed Services Committee and on the Appropriations Com- 
mittee, so there is no conflict committeewise with me about the matter. 

I am on the Subcommittee of Appropriations handling the Defense 
appropriations bill. 

Along in April there came to our Subcommittee on Appropriations 
a $9 billion item for military procurement of aircraft and missiles. 


in 
18 } 
a} 


The Armed Services C ommittee as such will never pass on that item. | 
What is your comment? Senator Bush had this question on his mind mi 
and requested it be asked. He had to leave and since I am interested m 
in it too, I ask the question for him and for myself. What is your is 
comment on this situation ? ha 
rl 

ADVOCATES PROCEDURE THAT WOULD NOT RESULT IN DELAY im 

; 


Mr. Srans. My first comment is, of course, that the C ongress has 


the right to adopt whatever procedures it wants to adopt for the con- Ww 
sideration of executive branch programs. But I would like to point ve 
out that there is an increasing factor of delay involved in many of m 
these matters. It would seem to me that the Congress should give Ww 
very serious consideration to the question of whether there is another D 
way of accomplishing the review that the Armed Services Committee = 
might want, and at the same time, avoid the delay inherent in a dual t] 


series of hearings—one for authorization and one for appropriation. 


to 
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It may well be that a procedure could be developed which would 
yrmit the Appropriations Committees to deal with these matters 
without a separate authorization, and that the Armed Services Com- 
mittees might want to hold hearings at any time on any phase of the 
defense programs without nec essarily preceding the appropriation 
actions. 

I would urge upon you, Mr. Chairman, that it would seem to me 
that the time period for getting the Department of Defense ap- 
propri jations and making the apportionments now runs very late, and 
this would add to the delay. 

Senator Stennis. Do you have any reasons other than possible de- 
lay for questioning the innovation of the procedure 

Mr. Stans. Well, I think there is a further point which may be im- 

rtant, and that is the fact that this would increase even more the 
time of the top officials of the Department of Defense that has to be 
devoted to testimony before the Congress. 

Beyond that, the Department of Defense may have some further 
reasons why they would recommend against it, but I recall none. 

Senator Srennis. You realize that it is almost impossibe for the 
members of the Appropriations Committee as such, to get very deeply 
into a matter of that size ? 

Mr. Stans. Yes. 

Senator Stennis. And to really weigh it and to know much about 
it! 

Mr. Srans. Yes, and I think that is unfortunate but it is the case. 

Senator Stennis. Something ought to be done about it, don’t you 
think? Someone should pass on it in the legislative body that has 
had a chance to really get into it from year to year and keep up with 
the program. 

Mr. Stans. Well, there is another suggestion that came out earlier 
in this heari ing this morning, and that is that perhaps much of what 
is necessary for the Congress could be accomplished by some type of 
a joint staff to the Appropriations Committees. 


CONGRESSIONAL OBSERVERS THROUGHOUT BUDGETARY PROCESS 


Senator Symineton. Mr. Chairman, if the Chair will yield for a 
minute, for many years since I was in the executive branch I recom- 
mended wholeheartedly that we ought to have observers as the budget 
is formulated at all levels in the Dep: urtment of Defense. They would 
have no right to talk or comment in any way but they did have the 
right to sit there and watch the decisions and be able to report back to 
the chairmen of the respective committees as to what was being done 
over the years. 

This new budget starts in a month, and as you say, Senator Bush, 
who would be behind the idea, very properly points out I am voting 
very consistently on matters that I don’t know anything about as a 
member of the Armed Services Committee. If we had some w ay 
when the budget is being formulated in each department and the 
Department of Defense and the Bureau, we could have people with 
the privilege of sitting there listening to the discussion it is obvious 
that we would know a great deal more about it. 
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Senator Stennis. May I comment, Mr. Stans, that I think it is 
tragic for the members of the Appropriations Committee to have al] 
these figures thrown at us late in the session and to have to pass on 
40-odd billion dollars for Defense alone and on 77-odd billion dollars 
total in a relatively short time. 

Something has got to be done. I think this authorization proce. 
dure would encourage the Department of Defense to have ed 
planning, and get their requests in before the authorization commit. 
tees earlier. 

I think that legislation is almost an around-the-calendar proposi- 
tion now. We are going to have to have subcommittees coming back 
here in November and December to get into these matters i they 
are going to be considered legislativewise. 

We had the authorization bill this year for the National Aeronau- 
tics and Space Administration, and it worked pretty well. 

We are not being arbitrary, but it is after years of feeling the 
need for these things that we are trying to bring this about. 

Mr. Srans. I can sympathize with your position. 

Senator Srennis. If there is nothing further we will take a recess 
until 2:30, 

(Whereupon, at 12:35, the hearing was recessed, to reconvene at 
2:30 p.m. of the same day.) 


AFTERNOON SESSION 


(Present : Senators Stennis (presiding) and Symington.) 

Senator Stennis. The committee will come to order. I am going 
to ask the counsel to proceed now. 

Mr. Stans, I have had an unexpected matter come up and will 
have to leave shortly. 

Mr. Vance, will you proceed, please ? 

Mr. Vance. Mr. Stans, when you testified about 3 weeks ago you 
said that you reviewed the budget on a functional basis, and that you 
considered such a review the most important way to get at the needs 
of defense. 

Unfortunately, the record does not make clear what you meant 
by a functional review. 

I wonder if you would tell us what you meant? 


ORGANIZATION UNDER FUNCTIONAL CONCEPT 


Mr. Srans. Without balancing to every dollar requested in the 
budget, we grouped together the program components of each of the 
four military services into four categories. One was the strategic 
striking forces, the second was the defense of the striking force and 
the home base, the third was the ground and sea forces, and the fourth 
was the general category of support to the forces. 

Now working within those four categories, we pulled together in a 
broad sense the various programs and looked at them as an aggre- 
gate by functions rather than looking at the budget of the Department 
of Defense in terms of the epette military services. 

Mr. Vance. Could you explain in a little bit more detail what you 
mean when you say you pulled them together in a broad sense ? 
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; is Mr. Stans. Well, we broke out of the Air Force, Army, Navy, and 
all Marines, to the extent that their budget submissions included such 
on items—for example, all of the programs relating to strategic striking 
ars forces as one category. Most of it is in the Air Force, but within the 
Navy an item of that character is the Polarissubmarine. We grouped 
Ce together for consideration of the budget all of the items in the serv- 
ter ices that could properly be classed as a strategic striking forces pro- 
\it- m in terms of the weapons systems. We did the same with re- 
spect to the other categories. 
Si- Mr. Vance. Mr. Stans, could you tell us what the status of the 1961 
ck Defense budget is at this time? 
ey Mr. Srans. It is in a very preliminary phase. I am not quite sure 
how far the Department of Defense itself has progressed, and as far 
U- as the Bureau of the Budget is concerned, our activities so far have 
been limited primarily to a discussion that I had with the Secretary 
he of Defense some weeks ago about the procedures we were going to fol- 


low and the timing we were going to observe. 

We have an objective of trying to complete the review of the Defense 
budget a few weeks earlier this year than is normally the case. But 
we have not talked at all about any of the program decisions that are 
involved in the 1961 budget. 


STANS DENIES THAT CEILINGS HAVE BEEN FIXED 


| 
| Mr. Vance. As I recall your testimony at the prior session, you 
stated that at this time last year you had a target of aproximately $40 
Ig billion in expenditures for the Defense budget and that you had urged 
) the Secretary of Defense to try to formulate a budget at that level. 


i Have you fixed a ceiling or formulated a target for the 1961 budget ? 
Mr. Stans. Well, I want to answer that carefully because the choice 
of words is very important. I have not fixed a ceiling this year and 
= did not fix one last year. 


I do think that it is important, in considering a budget of this size, 
to take a look at it at various levels. By that, 1 mean I think the De- 
partment of Defense should determine what kind of defense it can 
provide for $40 billion. 

If this is done and everything is given its proper ranking in pri- 
ority, then it can be determined whether or not it provides an adequate 
program, which items are next in rank of priority that should be con- 
sidered, and which items are marginal or least essential. This does 
not mean that I think that the defense of the country can unquestion- 


: ably be satisfied for $40 billion. It means that as a matter of method 

C I think the Department should start with a figure of that general 

] | magnitude and see what kind of a budget it can prepare at that level, 

h and what, if anything, is then left out of that is still sufficiently im- 
| portant that it has to be added. 

a That, in my opinion, is not.a ceiling at all and it is not a target 

: either. It is a method of procedure that I think is a desirable one 

; to follow. I think all of the agencies of the Government should use 
|  asimilar approach. 

1 Mr. Vance. Does this mean, in effect that you have set a target of 


$40 billion for 1961? 
Mr. Srans. No, sir. 
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Mr. Vance. Have you set any target for 1961, sir? 

Mr. Srans. No, I have only formed one conclusion with respect 
to the 1961 budget, and that is that I do not accept a presumption 
that the Defense budget must necessarily increase. I think there are 
matters that we questioned a year ago that we may question again 
and it is entirely possible that a wholly adequate budget for the 
Department of Defense can be developed for the same amount ag in 
1960 or for less, and I think it is my responsibility to urge considera- 
tion of that point of view. 

Mr. Vance. You said you had discussions in a preliminary senge 
with the Department of Defense, and particularly with the Secretary, 
Does he agree with the views which you have just expressed ? 

Mr. Srans. I don’t believe that we got into that issue when we 
talked. We were talking almost exclusively on a method of procedure 
and of timing, rather than particulars of the budget or budget levels, 
I don’t know what, if any, objective he has in mind either. 


ON ADVANCEMENT OF THE BUDGET AND TIMETABLE 


Mr, Vance. Could you tell us what changes in methods of pro- 
cedure you have under consideration for 1961 ¢ 

Mr. Srans. The most important one is that of trying to advance the 
timetable in the hope of getting whatever decisions are necessary 
at slightly earlier dates than we have in the past. 

Mr. Vance. I am not sure I clearly understand how much you plan 
to advance the timetable. 

Mr. Stans. We hope to start out the regular budget process about 
a month earlier than we did last year in the hope that when we get all 
through we will have a better and more thorough consideration of the 
various points of view and perhaps end up a few weeks earlier than 
last year. 

Mr. Vance. What does that mean, specifically ? 

Mr. Srans. Mr. Schaub is more familiar with the dates on this 
than I am and I would like to have him answer the question. 

Mr. Vance. If you would, Mr. Schaub. 

Mr. Scuavs. By past procedure, the budgets from the services 
would arrive in the Office of the Secretary of Defense by October 1, 
for joint review by the staffs of the Office of the Secretary of Defense 
and the Bureau of the Budget. It would sometimes be December 
before top level consideration could be given to some of the basic 
issues. The desire this year is to provide more time for these really 
serious considerations. There are always things that come up that 
change the dates, but the effort is to move it up a month if possible, 
or at least 2 weeks. 

Mr. Vance. Mr. McNeil testified on March 4 of this year before the 
House as follows: 

There have been from time to time questions as to the adequacy of overall 
coordinated plans and guides in the preparation of annual budget. In my 
opinion the principal benefits which may be looked for under the Reorganization 
Act of last year will be a substantial improvement in that process and in the 
expedition of the decisionmaking process in the Department of Defense. Under 
that plan, although the military departments continue to provide logistic and 
fund support for operating forces, the JCS have been directed to furnish to 
the Secretary of Defense more comprehensive statements of military require- 
ments based on strategic considerations, current national security policy and 
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war plans, including tasks and their priority, force requirements, and specific 
guidance for development of installations and for equipping and maintaining 
forces for information and consideration in connection with the preparation of 
pudgets. Preparation and consideration of budget requests in light of such state- 
ments, if furnished and in a timely fashion, will both expedite decisionmaking 
and provide a better basis upon which to budget for the various programs of 
the Department of Defense, including those in the operation and maintenance 
area which we have discussed today. 

Can you tell us what directive is referred to in that statement? 

Mr. Scuaus. We haven’t got a copy of it here, but I understand 
that the Secretary of Defense has requested the Joint Chiefs of Staff 
to do just what has been implied in that testimony. 

Mr. Vance. Does that fit into the timetable that you have been talk- 
ing about? 

Mr. Scuavs. Portions of it do. I am not sure that the total will, 
because this is a rather comprehensive job and the Joint Chiefs’ 
mechanism under the reorganization isn’t fully functioning yet. I 
don’t know whether or not they will complete it. 

Mr. Vance. Could you tell us whether under this directive there 
will be a consideration of the budget on a truly functional basis, as 
Mr. Stans has described it? 

Mr. Scuaus. That, I don’t know. I believe they are trying to get 
the Joint Chiefs to address themselves to the military aspects of the 
program, not related to budget amounts necessarily, but to the require- 
ments and forces. What guidance they have in doing that I don’t 
know. 

Mr. Vance. Does that mean that they have not been doing this so 
far? 

Mr. Scuavus. Well, it has been coming up through service channels 
largely predicated on the military planning that existed in the past, 
the joint plans that the Joint Chiefs have always developed. 

Mr. Vance. Does this directive mean that the Joint Chiefs of Staff 
will now be an integral part of the budgetary process? 


PREFERS “PROGRAM PROCESS” TO “BUDGETARY PROCESS” 


Mr. Scuavs. I think the term “budgetary process” is wrong. It is 
a program process. I think that they are trying to get them more inte- 
grated into the programing process so that they can give the Secre- 
tary of Defense the help and advice that he needs in developing the 
budget. 

Mr. Vance. Under the recent Reorganization Act the unified com- 
manders report directly to the Secretary of Defense, through the Joint 
Chiefs of Staff. What effect, if any, will this change have in connec- 
tion with the development of the 1961 budget? 

Mr. Stans. I think you are now in the area of the recent reorganiza- 
tion of the Department of Defense. Mr. William F. Finan, who is 
Assistant Director of the Bureau of the Budget, has full acquaintance 
with the objectives and most of the developments under that reorgani- 
zation plan, and I think Mr. Finan could help you by answering in this 
area. 

Mr. Vance. Mr. Finan? 

Mr. Finan. The direct effect of last year’s reorganization would 
rather clearly bring the requirements of these individual unified and 
specified commands into a greater position of prominence in the review 
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of the overall defense program. However, just precisely what plans 
the Office of the Secretary of Defense may have for tying the com. 
manders and their staffs into next year’s budget process, I do not 
know. I have not specifically inquired about it, and I have not been 
specifically advised on that point. 

Mr. Vance. How can you schedule an accelerated budget process or 
program process if this has not been worked out with the Department 
of Defense? 

Mr. Frnan. The accelerated budget process is being worked out as 
I understand it within the Department of Defense, working with Mr. 
Schaub and his staff, not with mine. 

Mr. Vance. Mr. Schaub, can you help us on this? 

Mr. Scuavus. My only assumption is that the Secretary will have 
to follow existing channels and procedures in developing the fiscal year 
1961 budget. The extent that he can relate the role of the commands 
and the changes that have occurred as a result of the reorganization js 
going to have to be developed during the budget process. I don’t see 
how he could organize it otherwise. 

Senator Stennis. Mr. Vance, will you yield to me just for an obser- 
vation ¢ 

Mr. Vance. Certainly, Senator. 

Senator Srennis. Mr. Stans, I have to leave, as I told you, and I 
remember the concern you expressed here in your previous appear- 
ance as to the balance between the offensive and defensive weapons 
and how much money should go into a purely defensive program. 

I want to commend you and your staff for being concerned on that 
very point. For several years I have attended most of the briefings 
on the military program from the standpoint of the Preparedness 
Subcommittee as well as other subcommittees, particularly that on 
military construction, and I have seen this enormous missile program 
grow. It is very expensive and is becoming more so. I think some of 
these programs, especially the defensive ones, are just going to have 
to be consolidated. Some may have to be canceled or something done 
to relieve the situation. 

I want to suggest, if I may, that in carrying out your responsibilities, 
I believe you could well call for a complete briefing as to the effective- 
ness of some of these missiles. 


WHAT IS EXTENT TO WHICH CERTAIN VITAL AREAS HAVE BEEN EXPLORED 


I don’t care which service has them and I am not interested in what 
weapon stays in or stays out. I am concerned, however, with the 
enormous cost of operating the Nike-Ajax, when I think that it is 
almost obsolete. I am interested in the cost of operating the Nike- 
Hercules and these enormous additions that we are making to those 
installations. It is not a matter of choosing between the Army or the 
Air Force. I have no concern at all about that question. I am afraid 
Nike-Hercules is obsolescent. On the question of effectiveness, in view 
of these blackouts and the effects of jamming, I am satisfied we have 
not gone fully into the effectiveness of these weapons. What happens 
when our own weapons are discharged over our people, over our bases 
or in such close proximity thereto that there is possible injury from our 
own weapon and then possible injury from the incoming weapon, 
even though you score a direct hit. 
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1 think that you and your staff could well go into that fully. It 
would be rather difficult to get the full proof of the effect of this 
Hound Dog type weapon that is coming in, assuming the other side 
has progressed along that line. 

I believe that the military budget will become so swollen and out 
of proportion that eventually some drastic action will have to be 
taken that could really be injurious and a mistake. 

As one Member of the Senate I want to encourage you and your 
staff with these words. 

Mr. Stans. Thank you, Senator. I think that you express a per- 
fectly valid concern which has really troubled us in the past and will 
continue to trouble us. Most of these matters are under question 
by the science adviser to the President and others, and some of them 
will be the subject of briefings at the National Security Council already 
scheduled. 

I hope that we can continue to raise questions along the lines you 
have indicated. 

Senator Stennis. Thank you. To make certain too that I wasn’t 
distinguishing as between weapons, I think the same scrutiny must 
be applied to all of the group that I have mentioned, including the 
Bomare and other air defense weapons. 

Mr. Stans. Yes, sir. 

Senator Symineton. Will the Senator yield ? 

Senator Stennis. I will be glad to yield. 

Senator Symincton. Mr. Stans, I want to associate myself with 
what the distinguished Senator from Mississippi has said. I believe 
that the Bomare and Nike are both unsound from the point of view 
of getting maximum strength from a limited amount of money. I 
would hope with your approval that you would convey to the Presi- 
dent, whom you presumably see often, my respects and the feeling 
that the Senator from Mississippi and I have with respect to this 
subject. 

Mr. Stans. I appreciate your views very much, and I will do that. 

Senator Stennis. I just want to add to what I have said that I 
doubt that the President is being fully advised. This is no reflection 
on anyone else. There is no time for him to be advised and readvised, 
but I. doubt that he is fully advised of the whole picture frequently 
enough with reference to these weapons. 

This is not critical of him, you, or anyone else, but we just want you 
tomove in and keep abreast of developments. 

Thank you. 

Senator Symrneron. I believe this is a situation in which case the 
Director of the Bureau of the Budget, the Senator from Mississippi, 
and the Senator from Missouri all agree. 

Tam not asking for any comment on that. 

Mr. Srans. I would like to make a comment because I think one 
thing has been overlooked in this record up until now, although I am 
sure we all have it in mind. It is that these are extremely difficult 
decisions, the kinds we are talking about, and many times there is 
no preponderance of evidence on one side or the other. Much of it is 
speculation as to what can and will happen. There is no black and 
white that any one of us can point tu and say that we have the only 
correct answer. 
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I am greatly sympathetic with the problems which the Secretary 
of Defense has, which the President has, and which the Members of 
Congress have in trying to reach the right answers, looking ahead as 
we must for so many years. 

Senator Symrneton. Proceed, counsel. 


IMPLEMENTATION OF REORGANIZATION ACT 


Mr. Vance. Mr. Stans, the Reorganization Act was passed in August 
of 1958. Mr. Schaub has testified that the effects of the Reorganization 
Act will not be reflected in the 1961 budget. Are you satisfied with 
this time lag in the implementation of the Reorganization Act? 

Mr. Stans. I think we have to recognize that it is going to take time 
for the Department of Defense to take the steps that are necessary to 
carry out the Reorganization Act and to make those steps fully effec- 
tive. I think, as Mr. Schaub says, that we will be operating this year 
probably on a combination of budgetary approaches that will repre- 
sent, to some extent, a carryover of the preceding years’ methods and 
also an injection of new procedures and points of view under the con- 
cept of the reorganization. 

t is one of the things that has concerned us in the timetable. We 
have not told the Secretary of Defense how we think he should pro- 
ceed in obtaining his advice from the Joint Chiefs of Staff and from 
the services. But he has set to work and assures us that they will be 
prepared to present the service submissions at an earlier date than in 
previous years. 

Mr. Vance. Do you plan to advise him how he should go about de- 
veloping this information from the services and from the Chiefs? 

Mr. Srans. I think probably not. We won’t advise him unless we 
think that the procedure is not working satisfactorily. 

Mr. Vance. Are you going to do anything to insure that it is done 
on a functional basis? 

Mr. Srans. Well, I think that is a responsibility for the Secretary 
of Defense and a question that he should answer to this committee. 
We are going to make our review of the budget in terms of the fune- 
tions that I have described, and I believe he will, too. 

Mr. Vance. Mr. Stans, the service Secretaries and the military de- 
partments still have the responsibility for budgetary and logistical 
support of the operating commands. Who will make decisions as to 
whether a unified commander will get the financial resources or forces 
which he believes necessary ¢ 

Mr. Srans. Well, the Secretary of Defense will be the one who 
makes the decision in the first place as to what resources he should get. 

Mr. Vance. What part, if any, will you play or what assistance will 
you give in the making of the decision ? 

Mr. Stans. We don’t play any part in the making of the decision 
except the review that we give as we go through the budget proposals 
for 1961. 

Mr. Vance. Could you tell us under the reorganization plan the 
specific steps that will be involved in considering the budgetary re- 
quirements of any one of the unified commands as, for example, for 
NORAD? 

Mr. Srans. I cannot tell you for sure what those steps are going to 
be because I am not certain of the form in which the information is go- 
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ing to be presented to us. We will work with the Department of 
Defense in terms of developing the form and presentation of the De- 
partment of Defense budget, but I don’t think I can anticipate that at 
his time. 

Mr. Vance. Do you have any recommendations as to how this 
should be done? 

Mr. Stans. We have no recommendations at this time. This is a 
transitional period, and undoubtedly we will have discussions with the 
Department of Defense over the next few months, but I can’t anticipate 
what questions will arise. I am sure it will not be a neglected subject. 


BUREAU DOES NOT PRESCRIBE FORM OF BUDGET CONSIDERATION WITHIN 
DEPARTMENT OF DEFENSE 


Mr. Vance. Doesn’t the Bureau of the Budget prescribe the form 
of the budget submission ¢ 

Mr. Stans. We made some suggestions with respect to presen- 
tation of the 1960 budget to the Congress, and there were a con- 
siderable number of staff discussions with Assistant Secretary McNeil 
and his staff as to various alternatives that might be considered in 
modifying former presentations of the budget. There were some 
changes in the form of presentation in the 1960 budget. I would 
assume that we would review the effect of those changes on budget 
administration and in the light of the attitude of the Congress toward 
them, and consider whether or not we should make any further sug- 
gestions for changes in the method of presentation. 

Mr. Vance. Perhaps you are not in a position to answer this ques- 
tion at this time, but I would like to ask whether the Bureau of the 
Budget’s staff will deal with the individual unified or specified com- 
manders with respect to their budgetary requirements? 

Mr. Srans. Actually, we are not quite sure the extent to which 
we will deal with them. But if the evolution of this process causes 
a concentration of the program and budgetary recommendations in 
the unified and specified commands, then our guess is that the Bureau 
of the Budget would have to develop working relationships with 
those commands so that we could get a better understanding of what 
they were proposing. 

Mr. Vance. Is there anything that would rule out the simple repe- 
tition of the unsatisfactory procedure used in the development of the 
1960 budget, wherein the requests were considered on a vertical basis? 

Mr. Stans. You mean within Defense ? 

Mr. Vance. Yes. We were told that everything was considered in 
relation to expenditure targets for the respective services. 

Mr. Srans. Well, you are presuming something that I believe I 
have said I really don’t know, and that is whether or not the Jomt 
Chiefs did consider the 1960 budget on strictly a service basis, or 
whether they looked at it on a functional basis. 

Mr. Vance. General Taylor so testified before this committee and 
the House Appropriations Committee. 

Mr. Srans. If that is correct, then I will say as I said the last time 
I testified before this committee, that I think the procedure needs 
modification, and that it is important that the Joint Chiefs review the 
defense program as a whole on a functional basis. Whether they 
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arrive at the same specific categories of functions as we did is a matter 
for their discretion. 
Senator Symineton: Will the counsel yield to me for just a minute! 
Mr. Vance. Certainly, Senator. 


MEANING OF “FUNCTIONAL BASIS” 


Senator Symineron. You say on a functional basis. What do 
you mean by that ? 

Mr. Srans. Senator, I explained that earlier during this testimony 
while you were away. 

Senator Symineron. Please summarize it briefly. 

Mr. Srans. The budget came to us in terms of submissions from 
the four Military Services. We took the program requests and the 
weapon systems requests of the four Military Services and, for work- 
sheet purposes, we classified them into four categories: First, those 
relating to strategic striking forces; second, those relating to defense 
of the striking forces in the home base ; third, those relating to ground 
and sea forces, and, fourth, those relating to the support of the entire 
services. 

Senator Symineton. How would you classify the Polaris? 

Mr. Srans. Polarisis part of the strategic striking force. 

Senator Symineron. Ground and sea would be for a limited-war 
effort ? 

Mr. Srans. I would hate to apply that word to it as a term of 
definition because that opens up a great many other questions. 

Senator Symineron. Then I don’t understand your categories. 
You set up a ground and sea category and put the Polaris submarine 
in the strategic category. 

Mr. Srans. The ground and sea services would include the basic 
operations of the Marine Corps, the ground services of the Army, and 
the naval ships. 

Senator Symrinetron. Wouldn’t it be simpler if the Pentagon pre- 
pared its budget submission to you in these four categories you men- 
tioned ? 

Mr. Srans. Yes, it would, and I think perhaps it will be desirable 
too for us to discuss with the Secretary of Defense the classifications 
that fit best into a functional breakdown and see whether we can’t 
work together on that basis. 


DOES THIS CALL FOR FURTHER UNIFICATION ? 


Senator Symineton. What you are really saying is we ought to have 
a further unification of the command structure at the Pentagon, are 
you not ? 

Mr. Srans. Well, whether we need further unification of the struc- 
ture is another question. 

I think we do need a better breakdown of the functions of the De- 
partment and the price tags on those functions. 

Senator Symineton. Would you say we need a better functional 
setup in the Pentagon? In other words, what are you going to do 
to correct the situation ! 
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Mr. Srans. Again, Senator, I am not sure we need a change in the 
structure of the Pentagon. We just merely may need a change in 
the method of presentation of the material. 

Senator Symineron. What kind of a change? 

Mr. Stans. Along the lines we are talking about. 

Senator Symineton. Do you want the Secretary of Defense to pre- 
are his submission so that he describes what is strategic and what is 
efensive and what is limited before it comes on to you, or do you want 

to continue to do it yourself ? ; 

Mr. Stans. I think it would be more helpful to us and to the Secre- 
tary of Defense if it were done in the Department of Defense first. 

Senator Symineton. Then what he would do is to group the funds 
into the various categories before he submitted his budget to you. 
Right ! . . 

Mr. Stans. Yes, but without necessarily changing the appropria- 
tion structure, which I think is a matter of 

Senator Symineron. If he did that the budget request would not 
come to you divided as between the four separate services, would it? 

Mr. Stans. It would come both ways. 

Senator Symineton. What do you mean by “both ways”? 

Mr. Stans. I mean they would have to come to us on an appropria- 
tion basis, which is a form and procedure designed, in part, to meet 
the requirements of the Appropriations Committees and they would 
also come to us on a functional basis. 

Senator Symineton. What you are saying is that the present type 
of presentation is woefully inadequate from the functional standpoint, 
and I could not agree with you more. 

On the other hand, for some reason you are nervous about changing 
the structure in order to improve its functioning. If the budget 
presentation should come to you coordinated and unified it is clear to 
me that there ought to be recognition of that in the structure itself. 

Mr. Srans. In the structure of the budget. But I was expressing 
doubts as to the necessity of changing the structure of the organization 
inthe Pentagon. 

Senator Symrneron. I understand. I said you were nervous about 
that, but why you are is a mystery to me. 





THE EXTENT OF HIS RESPONSIBILITY 


Mr. Vance. Mr. Stans, if you feel that certain changes are neces- 
sary, don’t you have a responsibility through your Office of Manage- 
ment and Organization of the Bureau of the Budget to see that some- 
thing is done at the Defense Department ? 

Mr. Srans. Well, I think so, and I think we do fulfill that responsi- 
bility. The only reason that I am not able to give wholly affirmative 
answers to your questions is that you are raising them at a time of 
transition, and a year from now the answers may be much more com- 
plete and perhaps much more satisfactory. 

Mr. Vance. As I understand it, the Office of Management and Or- 
ganization has the obligation of a continual surveillance of the organ- 
ization of the executive branch. In that connection what changes, 
if any, do you feel should be made in the organization of the Depart- 
ment of Defense ? 
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Mr. Finan. I will be glad to comment on that as the head of the 
Office to which you refer. We see the current situation as one jp 
which the Department of Defense is deeply involved in carrying oyt 
one of the more major reorganizations which has taken place in the 
Military Establishment since the original so-called Unification Act 
of 1947. Asthe Director says, this is a period of transition. 

In other words, if you were asking what recommendations do we 
have at this time for major changes in the organization of the Depart. 
ment of Defense, my answer would be “None.” 

Our current position is to observe and appraise over whatever pe- 
riod of time is required the results of last year’s Reorganization Act, 
which was an act that by and large the executive branch, as is wel] 
known, initiated to begin with and found generally satisfactory when 
the Congress concluded its work on it. 


NO CRITICISM OF MANNER OF IMPLEMENTING NEW ACT 


Mr. Vance. Have you been observing the implementation of that 
act ? 

Mr. Finan. Yes. 

Mr. Vance. In your opinion, is it operating satisfactorily ? 

Mr. Finan. Well, let me answer that question this way. If you 
mean to ask whether I am critical in any way of the manner in which 
the responsibile officials of the Department of Defense are going 
about executing the reorganization that was called for by the act of 
last year, the answer is “No.” 

Mr. Vance. No, I don’t mean to ask that question. What I am 
trying to get at is your opinion as to what, if anything, should be 
done to implement more effectively, if that is possible, the Reorgani- 
zation Act which was passed ? 

Mr. Finan. I do not believe that it would be fair to suggest that 
the Secretary of Defense and the other responsible staff and line 
officials of that Department are not going about carrying out this 
reorganization in quite an effective manner. 

Now I would assume that all of us on the outside of any major 
department of Government, and with no responsibility for dealing 
with all of the problems that go with operating a large department, 
could sit back and decide that if we were doing it we might do it a 
little differently and we might do it more rapidly or more slowly or 
more boldly or more conservatively. 

But at the moment we are not in a posture of telling the Secretary 
of Defense that we have anything to criticize about the way he 1s 
going about carrying out this reorganization. 

Mr. Vance. In your opinion, is there anything wrong with the 
type of organization which keeps giving us split papers in the Joint 
Chiefs of Staff ? 

Mr. Finan. Well, a split paper is just a mechanical method of 
expressing a difference of opinion, and I don’t think there is any way 
in the world we can ever eliminate differences of opinion about. what 
should and should not go into the defense program of the United 
States, particularly so long as we are in a time of peace. 

As somebody once said many years ago, the battle is the payoff. 
Now that is true here, and until we have a battle, and Heaven knows 
we hope we never do, all we can really do is to debate and speculate 
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about whether today’s decisions or for that matter last year’s were 
the right decisions. 

Only the historians will ever know, and if we never go to war, no 
one will ever know whether we are right or wrong. 

Senator Symrneron. For many years the Army has recommended 
more airlift. It has been turned down by the Joint Chiefs of Staff 
asthe Army was outvoted 4 to 1 or 3 to 1 if the Commandant of the 
Marine Corps did not participate. 

The public position of the people in the Defense Department is 
that the Army doesn’t get the airlift—which in my opinion is in dis- 
gracefully poor shape, and we will find that out if we ever have any 
limited war trouble—because the Joint Chiefs of Staff are very much 
opposed toit. 107, frog lyr 

Now do you think that that is right, to take a split decision and 
avoid mentioning a dissenting opinion when you explain the problem 
tothe people of the country ¢ 


ARMY DISSATISFACTION WITH AIRLIFT WELL KNOWN 


What is your opinion about it? 

Mr. Finan. To begin with it wasn’t my impression that the Army’s 
dissatisfaction with the airlift situation is a secret from anybody. It 
has been common knowledge for about as far back as I can remember. 
And I haven’t had the impression that again 

Senator Syminaton. It is right that the Defense Department never 
makes it clear that the Army does not agree? 

Mr. Frnan. I am sorry, Senator, but I was basing my answer on 
what I read in the newspapers and what I assume everybody else 
reads, and I have been well aware—— 

Senator Symineron. You know more about the subject than what 
you read in the newspapers. 

Mr. Frnan. You were asking did I agree that the man in the street 
had this impression, and I would assume if the man in the street 
reads the papers he is very conscious of the Army’s disagreement on 
this point. 

Senator Symineron. Will you furnish the record at this point the 
documents and newspaper clippings that tend to verify that fact? 

Mr. Finan. I am not sure that I can because this is just an im- 
pression going back over many years. 

Senator Symrneton. I am not sure that you can either. 

Mr. Finan. But I can try. 

Senator Symrineron. All right, sir. Thank you, Mr. Counsel. 

(The information requested is as follows:) 





NEWSPAPER CLIPPINGS 


New York Times dated May 12, 1958. 
New York Times dated June 2, 1958. 
New York Times dated May 5, 1959. 
Washington Post and Times Herald dated May 25, 1958. 
Washington Post and Times Herald dated June 15, 1958. 
Newspaper clippings are reproduced in full as part of the appendix. See 
page 353. 


Mr. Vance. Mr. Finan, in your opinion is there any change which 
should be made in the organization or structure of the Department of 
Defense? 
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Mr. Finan. Let me answer your question this way. The organiza. M 
tion of the Department of Defense has been under almost constant | 
change since the Department was originally created as the Nationa] 

Military Establishment some 12 years ago. It is undergoing right 
now one of the more major changes that have occurred during that reta 
12-year span, and the change is of a type that is going to be continuous. 

It is not going to freeze in some particular state and remain there 
for several years. So that again I repeat, and as the Director has 
said, we are viewing the current organization of the Department of 
Defense as one of transition, as one of taking advantage of a very | 


major piece of legislation which was enacted only last year. the 
We are dealing with the largest single organization in the United | his 
States and perhaps in the entire world, and it is going to require a effe 
very considerable period of time before it shakes down to any sub- } 
stantial degree. And I would venture to predict that the pattern ‘ 
that has now been set up is one that will never quite shake down, | a 
It will always be undergoing a period of adjustment of one kind | ] 
or another. | wil 
Mr. Vance. Is it correct to say that in your view the present strue- 
ture is satisfactory, and that no substantial change of any nature is re] 
required or would be advisable at this time ? sh¢ 
Mr. Frnan. I would put particular stress on the word “advisable.” ! 
Mr. Vance. I don’t quite understand you. | 
I ’ 
SUGGESTS THAT ORGANIZATION PROCESS BE GIVEN TIME all 
Mr. Finan. Well, for one thing this Department, regardless of ” 
what kind of a reorganization it is undergoing, must not sacrifice, in tn 
order to reorganize, any significant capability to wage war. It has 
to be ready to fight at all times. Now this puts certain kinds of lim- 
itations on how drastic a reorganization you can carry out and how 
rapidly. | 
You have got to go at it with a certain amount of care. You have 
got to maintain an adequate military capability at all times, so that fix 
if you take that factor into account, I think we need to let this pres- bi 
ent reorganization develop without hurrying it. We are going to | 
need to learn a great deal from it. There are many things the De- be 
partment is going to learn now, on a trial and error basis, and it is hi 
going to be a considerable period of time before I would anticipate ¥ 
that the Budget Bureau would be in position to recommend the kind t] 
of changes that we tend to get involved in, which are very major 
and the kind that usually require changes in the statutes. 
Mr. Vance. In your opinion, are the lines of authority with re- 
spect to the unified and specified commanders sufficiently clear? d 
Mr. Frnan. Both from the reading of the law and a reading of 5): oe 
the Secretary of Defense directives establishing the lines of author- 
ity with respect to the unified and specified commands, my answer t 
would be “Yes.” ® 
I don’t see anything unclear or ambiguous about the lines of com- d 
mand with respect to those several major commands. 
Mr. Vance. One further question, does the Secretary of Defense | t 
have adequate authority to run the Department of Defense under Poe 


the present structure ? 
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Mr. Finan. The Secretary has adequate authority in the sense 
that the law at the present time makes it perfectly clear that he is in 
full and complete control over all matters involving the Department. 

The pepupel remaining limitations on the authority of the Sec- 
retary of Defense don’t run so much directly to his authority as they 
run to the proscriptions in law that have to do with the arrangements 
under which he gets the advice that enables him to use that author- 
ity. One provision of the law which is unique anywhere in the 
Government is a direct authorization and invitation to subordinate 
oficials to carry to the Congress any complaints they have about 
the operations of the Department. This is not stated as a limit on 
his authority, but it obviously as a practical matter has some limiting 
effect. And it was designed for that purpose, I am sure. 

Mr. Vance. Mr. Chairman, my time is up. 

Senator Symineron. You go ahead if you want to ask some more. 
I will be very glad to have you continue. 

Mr. Vance. I would suggest, Senator, that you go ahead and I 
will see if there is anything I have to pick up to complete the record. 

Senator Symrneton. Mr. Director, I suggest if I may that your 
replies be as brief as possible and I will try to make my questions as 
short as possible. 

Mr. Srans. All right. 

Senator Symrneron. Even if you have testified on some of these 
I would like to make the record, if you will just say that you have 
already testified on that and if there is anything you want to say 
beyond that, take the liberty of doing so. 

I haven’t been here all the time as there are hearings running in 
two other committees. 

Mr. Stans. I understand. 


BALANCING BUDGET AN “OBJECTIVE” 


Senator Syminerton. Is it fair to say that one of the first if not the 
first policy decision prior to working out the specification of the new 
budget is that it should be balanced if at all possible ¢ 

Mr. Srans. I certainly would hope that the new budget would be 
balanced. I don’t know that that would come, Senator, as a pre- 
liminary decision. I think it would come as an objective. It may 
well be that we could not fit all of the requirements of defense and 
the other needs of the country within a balance. 

Senator Syminoton. I said balanced if possible. 

Mr. Stans. Then I agree. 

Senator Symrineron. Is it correct that one of the first things you 
do is to obtain the best estimates as to what the anticipated revenues 
will be for the fiscal year in question ? 

Mr. Srans. Not entirely so. I did testify at quite some length on 
that in the first hearing on May 20, I pointed out that we have in 
effect three areas of development of the budget that occur currently 
and gradually over the budget cycle. 

One is the level of revenues, which we do not finally determine 
until the very last minutes before we put the budget together. The 
second is the level of defense expenditures, which we have gone into 
in great detail here, and the third is the aggregate of all of the 
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civilian requirements of the Government. So we really don’t khow 
what the level of revenue estimate is going to be until we come to jt 
almost as the last decision. 

Senator Symrneron. You are testifying that the anticipated reye. 
nues are almost the last decision as against the first. 

Mr. Srans. Yes. Particularly, Senator, in these times. Last year 
we had gone through a recession and this year we are in prosperous 
times and there is a great deal of variability within the economy, 
and the anticipated revenues are the last thing we can decide upon, 


SOURCES OF INFORMATION ON ECONOMIC CONDITIONS 


Senator Symrineron. From whom do you get your information as 
to what the economic conditions in the country are going to be for 
the fiscal year in question ? 

Mr. Srans. We get them chiefly from the Council of Economic 
Advisers and from the Treasury Department, although we do have 
a staff of a few economists in the Bureau of the Budget itself, and our 
staff participates with the Council and with the Treasury in. revenue 
estimating and in some of the other estimates of economic develop- 
ments. 

Senator Symrneron. When you were before this committee on May 
20 you testified that about 15 months before the start of a fiscal year 
you ask the individual agencies of the Government to submit to you 
tentative estimates of the level of expenditures and obligational 
authority that they think they will need. 

To your knowledge have the agency heads at that time received 
any guidance as to what those amounts should be ? 

Mr. Srans. At that time they have not. That is the very first look 
at the aggregate of the problem. 

Senator Symineron. Is it likely that if they were to receive any 
guidance you wouldn’t know about it ? 

Mr. Srans. I think it is likely, Senator, that they would get guid- 
ance in the general attitudes of the President, particularly in the 
many remarks, for example, he is making at this time as to the 
importance of balancing our budget as we go. 

Senator Symrnetron. You mean the President would tell everybody 
“please be economical” and they would have that as a warning before 
they started. 

Mr. Srans. Actually he is saying it so much with respect to the 
year 1960 that I am sure it would carry over to 1961 in the minds 
of the department heads. 

Senator Symineton. In other words to get the best job done at the 
least cost, right ? 

Mr. Srans. That’s right. 

Senator Symincron. You testified you act as staff for the president 
in preparation of the budget asking questions and assisting him in 
making the decisions that he would make if he had unlimited per- 
sonal time. 

What decisions do you make that the President has not the time 
tomake? Can you give usa few examples? 

Mr. Srans. Well, we make decisions in a number of areas routinely 
by delegation from the President, and we also make a number of 
budget decisions, particularly in the civilian agencies of the Gov- 
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ernment, which an agency may appeal to the President if it believes 
that we have not fully reflected the President’s desires. 

Senator SymineTron. And are those decisions decisions with re- 

to money ! 

Mr. Stans. Some of them, yes. 

Senator Symineron. What other ones would they be besides 

oney ? 

” You don’t hire or fire people, do you ? 

Mr. Stans. No, we do not, but we have a great many responsibili- 
ties in the field of accounting, in the field oF canantnee and so forth 
where we make decisions routinely. 

Senator Symineton. Do you audit any of the books of. these 
agencies ¢ 

Mr. Stans. No, we do not. 

Senator Symineton. What do you mean then by “in the field of 
accounting” ¢ 


THEY SEEK TO IMPROVE GOVERNMENT FINANCIAL MANAGEMENT 


Mr. Stans. We have the responsibility under the law for account- 
ing improvement in the agencies of the Government. 

Dh ator Symineton. That would be what you might call an in- 
dustrial engineer approach by the Bureau of the Budget? 

Mr. Stans. Yes. 

Senator Symineron. In an effort to make them do a better job; is 
that right ? 

Mr. Stans. Do a better job of financial management as a whole. 

Senator SymineTon. Suppose you are going to make the Navy do 
a better job in accounting, do you issue directions to the Chief 
of Naval Operations or do you issue them to the Secretary of the 
Navy or the Secretary of Defense? How do you handle that? 

Mr. Srans. In a case like the Navy, we do it in collaboration with 
the Office of the Secretary of Defense. We work out the principles 
together. As a matter of fact, the development and evolution of the 
accounting principles in the Government is the result of a joint pro- 
gram which is run by the Treasury, the General Accounting Office, 
and the Bureau of the Budget. 

Senator Syminetron. Do you write the letter to the Navy then and 
= them or do you write a letter to the Secretary of Defense and 
tell him ? 

Mr. Stans. Well, in dealing with principles, and in the important 
areas, we would actually wae with the Secretary of Defense’s office 
in the development of an acceptable paper, which in some cases would 

0 before the Armed Forces Policy Council for approval and would 

eee by the Secretary of Defense himself. 

enator Symineton. Are you saying that, if you make a decision 
in the name of the President, it has to be approved by the people 
who are affected by it ? 

Mr. Stans. Well, I don’t say that in all cases; no. 

Senator SymineTon. You said in some cases that you made the de- 
cisions, which the President would have made himself if he had un- 
limited personal time. 

Mr. Stans. That’sright. We make innumerable decisions. 
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Senator Symmneron. When you make those decisions, to whom do 
you hand the paper and say “This is it” ¢ 

Mr. Stans. To the affected agency. 

Senator Symineron. In the case of the Navy, is the affected agency 
the Navy or the Department of Defense or who! 

Mr. Stans. Basically in the case of the armed services we deal with 
the Department of Defense. 

Senator Symineton. I beg your pardon ? 

Mr. Srans. In the case of the armed services we deal with the De- 
partment of Defense primarily. 

Senator Symineton. With whom do you deal in the Department 
of Defense ? 

Mr. Stans. Most of the things that we deal with in the Department 
of Defense focalize in the Office of Assistant Secretary McNeil. 

Senator Symineron. And do you send him a letter which you have 
signed yourself ¢ 

Mr. Srans. Well, in some cases we do. In many cases it does not 
evolve that way. It evolves by discussion and understanding and 
agreement in which he or the Secret tary of Defense issues the order, 


FACING UP TO THE QUESTION OF INEFFICIENT MANAGEMENT 


Senator Symineton. We are spending a lot of time worrying about 
the question of inflation. The President is making a lot of statements 
about it. I don’t question the importance of the problem. But, due to 
a faulty defense organization and inefficient management we are wast- 

ing at least $100 million a week. This is the basic problem to be faced 
up » to and something done about. 

When you say you make decisions in the name of the President, 
I would like to know how you handle the decision. 

Is it a verbal arrangement with nobody responsible on the record, 
or do you write a letter for the President, or do you just write it under 
your name? 

Mr. Stans. What I am trying to do is to point out to you, Senator, 
that there is a difference depending upon the importance of the issue, 
There are many, many important issues in which we may have responsi- 
bility on behalf of the President where it would be almost fruitless 
to merely issue an order to an agency and say, “Do it,” because under 
such conditions it might never be carried out effectively. 

Senator Symincron. Even if the President wanted it to be? 

Mr. Stans. Well, I say it just might not be carried out in the right 
spirit, and by the time it got put into effect it might be too late to ae- 
complish what we wanted. So we try to work it out with the agency 
in detail so that it becomes the agency’s own action and the agency 
issues the order. 

Senator Syminetron. I know somebody has to give an order, re- 
gardless of the desire to work it out. The answer to my question is 
not as clear as it might be. 

Mr, Srans. I am “trying to be responsive, Senator, but I am trying 
to avoid creating a false impression as well. 

Senator Symineton. And I am trying to find out who gives the 
orders in the name of the President when the P resident does not give 
them himself, who receives them, and whether it is done ve rbally or 
by paper or committee assignment or what ? 
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My next question is: Would you agree that the major budgetary 
decision for the President to make is to ask for enough money so that 
the best possible public service job can be done by the Government ? 

Mr. Srans. There again I have difficulty with words because the 
“best possible” might involve doing many, many things that we could 
not afford, that would be beyond the capacity or the means of the 
country. > i ‘ eo 

If you limit that question to the “best possible job within the proper 
disposition of our resources,” my answer would be “Yes.” 

Senator Symineron. So from the standpoint of the best proper dis- 
tribution of the resources recently, the Director of Internal Revenue 
said there is $25 to $26 billion a year of taxable income that is not 
being found because he hasn’t enough agents. Would you say that 
despite that money and despite the fact he says each agent could save 
10 to 15 times his salary that if you gave him more agents that that 
would be a waste of the taxpayers’ money ? 


WORK OF NEW AGENTS WOULD AFFORD BASIS FOR COMPARISON 


Mr. Stans. No; but I would like to say a little more on that subject 
because we have gone into it rather carefully just recently with the 
Treasury Department and the Internal Revenue Service. There are 
agreat many estimates used from time to time as to how much revenue 
each additional agent would produce, but of course there is a law of 
diminishing returns that certainly would apply. What we have done 
in the 1960 budget is to approve an increase in the number of agents 
for the Service on the understanding that they will be placed in a 
limited number of districts, and from that we should be able to get 
a statistical measure of just what can be accomplished, measuring 
the results in those districts as against the others. 

Senator Symineton. Am I to understand that you disagree with the 
Director of Internal Revenue on this? 

Mr. Srans. I say that I think those are unproved assumptions and 
what we are trying to do is to measure the facts to prove or disprove 
them. 

Senator Symineron. Does the Secretary of the Treasury agree with 
you or the Director of Internal Revenue ? 

Mr. Stans. I am not sure. 

Senator Symrneron. But we didn’t get the additional agents, did 
we! 

Mr. Stans. We got some, yes, in this year’s program, Senator. 

Senator Symineron. But not what he requested ¢ 

Mr. Srans. Not as many as the Service requested. 

Senator Symineton. Thank you. Do you consider that one of your 
main functions is to ask each agency head if more money would enable 
them to do a better job of public service ? 

Mr. Stans. Yes; but not broadly. We don’t do it broadly, but we 
do in specific areas. There have been a number of cases within the 
last year where we have asked an agency head whether a little more 
money might at this time be more effective or reduce the level of our 
costs at some future date. 

Senator Symrneron. Do you point out functions which in your 
judgment might be seriously unfunded or neglected entirely 4 
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Mr. Srans. At times we do; yes. I might say, Senator, being per- 
fectly honest with you, that the agencies do a pretty good job of asking 
for money to fund their programs and it is not necessary for us to 
suggest very often that they need more money. 

enator Symineron. I am sure you are correct. Have you ever 
recommended to the President a higher expenditure level or a larger 
appropriation request than the agency heads submit? 

Mr. Stans. We have occasionally ; yes. 

Senator Symineron. Give me a couple of illustrations, just two, 


RECOMMENDATIONS IN EXCESS OF REQUESTS 


Mr. Srans. One that comes to my mind at the moment is that we 
recommended an appropriation to the Department of Labor for unem- 
ployment compensation to veterans and former Federal employees 
which was in excess of the Department’s request. There have been 
several occasions on which we have initiated program improvements 
with the departments which have resulted in budget requests to make 
such improvements effective. For example, we have recommended to 
the Department of Health, Education, and Welfare that money be 
appropriated to make studies in the field of public assistance to de- 
termine how some States are able to do a better job than others and 
to see whether or not the results of those studies might not be of 
value across the country. 

Senator Symineton. You will agree, will you not, that the tax- 
payer’s money can be wasted by underfunding a program as well as 
overfunding 

Mr. Stans. Yes, sir. 

Senator Symineton. Can you think of any example of actual waste 
through underfunding? 

Mr. Stans. I can’t think of any offhand. 

Senator Symineton. Would you agree that stretch-out programs 
on expensive weapons systems might be an example of waste if the 
same quantities at lower costs could be bought in a shorter time 
period ? 

Mr. Stans. I think that is possible, but it would depend upon a 
great many circumstances, including the usefulness of the weapon 
at any given time. 

Senator Symineton. You testified you review with the President 
the initial agency budget submissions as a basis for the President’s 
determination of a budget policy. What is the nature of that review! 
Is it a review of the content of the program or just the total figures! 

Mr. Srans. It is a mixture of several things, including those you 
mentioned. It is sometimes a review of the level of an agency’s total 
program and the estimates of its total costs. Many times individual 
programs are considered both as to the desirability and size. On 
other occasions it is the development of program levels in connection 
with much broader questions. : 

Senator Symrneton. Who is primarily responsible for guessing 
what the economic conditions in Government revenues will be for 
a period beginning 15 months off or 27 months off ? 

Mr. Stans. The principal responsibility for estimating economic 
conditions and for estimating Government revenues is with the Council 
of Economic Advisers and the Treasury Department. 
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Senator Symineton. Who besides the Bureau of the Budget advises 
the President in determining budget poe d 

Mr. Srans. I would say the entire Cabinet as well as some of the 
members of the White House staff. 

Senator Symrneton. This budget policy having been determined, 

ou testified that you “issue instructions to the agencies generally 
as to the form in which their submissions should be sent to us.” What 
do you mean by form ? : 

Mr. Stans. We issue, by direction of the President, an instruction 
known as Circular A-11 which prescribes for all agencies a uniform 
method of presenting the budgetary information to us in terms of the 
individual appropriation accounts. 

Senator Symineron. Does the word “form” also include the idea 
of the amount of money or guidelines? 

Mr. Stans. No, it does not. 

Senator Symineton. In following this budget procedure, we are 
now talking about what you indicated was the second budget submis- 
sion from the agency. How does it differ from the first, in amount 
and detail and so forth? 

Mr. Srans. After we get the first preliminary estimates and total 
them, they are considered in relation to preliminary estimates of 
revenues. A meeting is then held with the President and the Cabinet 
to discuss the guidelines that the President wishes to impose in the 
development of the more detailed estimates. 


PRESIDENT GIVES INSTRUCTIONS AS TO GUIDELINES 


The original presentations are rather broad in scale and are not 
detailed. ‘The President then gives us instructions as to the guide- 
lines that he wishes announced, and we issue a letter to the agencies, 
usually around June or July, expressing those guidelines. And on the 
basis of those guidelines, the agencies then submit to us some time 
between September 15 and September 30 their detailed budget requests. 

Senator Symrneron. You asked the agency to tell you what they 
will spend almost 2 years ahead; is that correct ? 

Mr. Stans. No, it is about a year ahead. 

Senator Symineron. If it is in July—and you testified that the first 
request is in May—you ask the agency for the fiscal year 1961 budget; 
this will involve June 1962, won’t it ? 

Mr. Stans. No, the fiscal 1961 budget involves beginning with the 
month of July 1960 and ending June 30, 1961. 

Senator Symrneron. I am including the period covered by the prep- 
aration of the budget. You start in fiscal year 1959 to work on the 
1961 budget ; do you not? 

Aren’t those the periods you are talking about ? 

Mr. Stans. There is some confusion in dates there, Senator. We 
start along about in April, and our first request for submission from 
the agencies is about 14 months before the beginning of the fiscal year. 

Senator Symrneron. If it is 14 months before the beginning of 
the mao year, then it is 26 months bofore the end of the fiscal year; 
isn’t it 2 

Mr. Stans. That’s right. 

Senator Symrneron. So it is over 2 years? 
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Mr. Srans. Well, it is over 2 years to the end of the year. 

Senator Symrneton. That is what I was trying to get at. 

You testified that you told each agency except the Defense De. 
partment, “The level of allowance they ought to consider.” Wag 
that level of allowance for each agency except the Defense Depart- 
ment part of the President’s earlier budget decision or were those 
levels made up in the Bureau of the Budget without the President 
having passed on them one way or another? 

Mr. Stans. No, they were not made up in the Bureau of the Budget 
without the President having passed on them. They were prepared 
within the Bureau of the Budget after review of the agencies esti- 
mates in accordance with the procedure which I have described 
earlier in these hearings, and then presented to the President and 
reviewed with him by me. 


HOW TIGHT BUDGET COMES ABOUT 


Senator Symrneton. As I followed your testimony through this 
budget procedure, the President with your help has determined a 
budget and expenditure target, or objective, or guideline, for the 
entire Government. You have issued a target, or objective, or guide- 
line to each of the agencies except Defense. 

Does this procedure give any clue to the Department of Defense 
as to what they should ask for, or do they get some additional help 
along those lines? 

Mr. Srans. As I have indicated previously, the Secretary of De- 
fense is a member of the Cabinet and the National Security Council 
and participates in the general budgetary discussions that take place 
in these bodies. He also has separate discussions with the President 
and, as I have indicated, my views on the overall budget situation are 
generally communicated to him. Within this framework and with 
full consideration of the requirements for national security the See- 
retary plans his approach to the budget program development. Be- 
yond this, I have urged the Secretary to test the budgetary possibilities 
at a lower dollar level and have suggested actions for his considera- 
tion to attain such results. 

Senator Symrneton. You testified that, when you and the Secre- 
tary of Defense differ on a matter of funding military requirements, 
the matter is taken to the President. 

Would that be the situation where the Secretary of Defense and the 
Joint Chiefs believe they need some funds for our national defense 
and you do not? 

If that has happened, would you give us an example? 

What arguments of a military requirement nature do you use to 
argue down the Secretary of Defense? Could you give us an example? 

Does the President sometimes support you, who have made the 
budget decisions for him as a member of his personal staff; does he 
sometimes support the Secretary of Defense; and does it sometimes 
end in a compromise ¢ 

Mr. Srans. This question was answered in my previous testimony, 
and the Senator has indicated that it is then not necessary to cover 
it here again. 

However, as I have previously testified, the Bureau of the Budget’s 
responsibility involves raising questions about specific programs— 
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both as to level and as to need—with the Secretary of Defense. The 
character of our questions is illustrated in previous testimony con- 
cerning the F-108, B-70, Dynasoar, Mace B, Nike-Hercules, Bomare, 
and others. If after he makes his determinations we still have ques- 
tions we, in some instances, will bring our questions to the attention 
of the President. In previous testimony I had indicated the Navy 
carrier is an example of one of these questions; in this case the Presi- 
dent took the advice of the Secretary of Defense and included it in 
the budget. The Secretary of Defense indicated that the attack car- 
rier is a vital element of our military strength in deterring limited 
wars and can make a real contribution in general war. 


WHO PROPOSES FIRST? 


Senator Symincron. You testified that you “do not take a position 
oficially with respect to the defense budget until after all of the 
Presidential decisions have been made.” 

This doesn’t quite jibe with some of your other testimony, so I would 
like to explore it a little more carefully. 

Do you take a position unofficially? Or do you actually mean that 
you don’t take any position at all on the defense budget prior to the 
President’s having made all decisions ? 

How can you and the Secretary of Defense differ regarding any- 
thing in the defense budget if you don’t take a position officially until 
the President has made all his decisions? And then how can the 
Secretary of Defense differ with either you or the President ? 

Mr. Stans. Our procedure is different with the Department of De- 
fense, Senator. We don’t issue a formal planning figure to them, but 
rely on the Secretary and the Joint Chiefs to work out the require- 
ments within general understandings concerning the President’s total 
budgetary objectives. However, in line with our responsibility, ques- 
tions and issues are raised with the Secretary concurrently which we 
believe should be resolved in the course of his review. As I have 
previously indicated, final decisions on the budget are the result of 
extensive and thorough reviews and evaluations within the Depart- 
ment of Defense. During this process many questions are raised by 
the Bureau of the Budget in an informal way and many issues resolved 
by the Secretary of Defense, in an effort to develop a balanced program 
for consideration by the President. Because of the size and importance 
of the Defense program and the responsibilities of the Secretary of 
Defense, and of the President as Commander in Chief, the basic pro- 
gram considerations and their relationship to national policy must be 
thoroughly considered by them before official positions can be estab- 
lished. Any differences of opinion are resolved prior to establishment 
of such a position. 

Senator Symrneton. If you assist the President and advise him and 
make decisions for him—you have testified to all that—is there ever 
any question of your need-to-know status regarding any defense infor- 
mation, any defense studies, any intelligent information ? 

You testified, or Mr. Schaub did, that you have to justify your need 
to know and go through proper channels to get weapons task evalua- 
tion reports and similar information. 
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You also testified, or Mr. Schaub did, that there is normal resistance 
to giving such reports to you even though you are a part of the Pregj- 
dent’s personal staff. 

Does the President know of these difficulties and this resistance? 

Mr. Srans. I believe that I also testified that I have never been re- 
fused needed information which I have requested from the Department 
of Defense. We anticipate no difficulties in obtaining any information 
from the Department of Defense that we feel is necessary to do our job, 


SATISFACTION WITH INFORMATION AVAILABLE 


The volume of reports, data, plans, programs, and studies in the 
Department of Defense is very extensive. Such of this material deal- 
ing with a budget or program problem is always made available when 
requested. ‘True, there are times when it must be requested formally, 
but the great volume of this type of information is available to the staff 
of the Bureau in the course of their work. The Bureau, I believe, has 
all the information it reasonably needs to perform its function effec- 
tively. 

There has been no occasion of resistance serious enough to bring to 
the attention of the President. 

Senator Symineton. You testified that you questioned the Nike- 
Hercules program in the 1960 Defense budget. 

Had you also questioned the Nike-Ajax program, and did you 
question the Nike-Hercules in the 1959 budget ? 

Who overruled you on this major item of point defense? Or were 
you only partially overruled ? 

Did you also question the Bomarc program in previous budgets, 
as well as the 1960 budget ? 

What role did the Bureau of the Budget play in the preparation 
of the so-called master plan which was the continental defense com- 
promise decision just made by the President ? 

Do you know what new factors the President took into consider- 
ation in making this master plan decision that he didn’t weigh, or 
weighed differently, when the budgetary decision was made last 
December ? 

Mr. Srans. I cannot talk from personal experience with respect 
to the 1959 budget, since I had little to do with it. I was not the 
Director of the Bureau of the Budget then. I am informed, however, 
with respect to the Nike-Ajax and Nike-Hercules programs 
in the 1959 budget, that the Bureau staff raised questions as to the 
scope and capabilities of these point-defense weapons. With respect 
to the Bomare program, this program has been under development 
for a great many years and because of its potential financial impli- 
cations the Bureau has in the past raised questions as to adequacy 
and timing of the program. I do not believe it was a question of being 
overruled on these programs. As I have previously testified, our 
questions, while they are directed at specific programs, were in relation 
to the aggregate of the programs in this area. Because decisions are 
primarily the responsibility of the Secretary of Defense I think it 
could be said that, having raised the question, the Bureau accepted 
his decisions with respect to the 1959 budget. 

I believe that your questions with respect to the so-called master 
plan have been answered in my previous testimony. 
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Senator SymiNeaton. You testified that the Secretary of Defense 
asked the services to come up with figures which would produce an 
objective level of $413, billion for fiscal year 1960. 

Was that an expenditure or a new obligational level ? 

If you were the Secretary of the Army, for example, and the Secre- 

of Defense said, “I told you to come up with a figure for the 
Army that would not cause a total DOD figure to go above $4134 
billion,’ how would you go about it unless you were also told what 
portion of the $4134 billion the Army was entitled to? 


THE OBJECTIVE FIGURE WAS ALLOCATED 


Mr. Srans. It is my understanding that the $4134 billion figure 
used by the Secretary of Defense was an expenditure objective and 
that the Secretary has testified he allocated portions of this total to 
each service. 

Senator Symineton. You testified that last May, in the initial 

reparation of the budget and before you had seen anything from 
Defense, you urged that there was no reason for the Defense budget 
for 1960 to be higher than it was for 1959. In fact, you testified that 
you urged that defense expenditures be lower and that you hoped for 
a $40 billion level. 

As the President’s personal staff in these matters, you urged a $40 
billion ceiling and a cutback of $134 billion below the Secretary of 
Defense’s proposed ceiling. 

What was there about the national security situation which caused 
you to recommend a decrease in the defense budget ? 

Did the President know of and support this defense recommenda- 
tion of yours? 

Mr. et As I testified earlier, as a matter of method, I believed 
that the Department of Defense should start with a figure in that 
general magnitude and see what kind of budget could be prepared 
at that level. It could then be determined what programs, if any, could 
not be covered by such a level and whether they were then sufficiently 
important to warrant adding to the total. This would be a way also 
of bringing marginal programs under closer scrutiny. 

The national security situation, as in previous years, involved a con- 
tinued state of international tension requiring the maintenance of a 
strong military program which would act as a deterrent to war and 
as a base for dealing with aggression if necessary. At the same time, 
it was becoming more apparent that the manned bomber threat was 
declining. Furthermore, it was even more evident, following the 1958 
recession, that serious attention had to be given also to insuring that 
- eens be kept on a sound basis in order to maintain our national 
welfare. 

The President did not officially recognize such a figure, although he 
was informed of the suggested approach. The objective was to deter- 
mine whether national security needs, as then apparent, could not, with 
firm policy decisions, be satisfied within such an amount. 

Senator Symrneton. You testified that you arrived at your “hope” 
and “recommendation” to the Secretary of Defense and the President 
of a $40 billion level without breaking the amount down as to the 
respective services, 
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Did you do it on a functional basis, rather than a service-by-service 
basis ? 

Since you know what services have the missions and functions you 
studied, couldn’t your $40 billion have been easily translated into 
service- by -service recommendation 

Did anyone on your staff make an estimate of how your $40 billion 
would affect the budget of each service ¢ 

Mr. Stans. I have testified previously as to what I meant by fune- 
tional basis. I requested my staff to evaluate the program ad olicy 
questions which would need consideration if a $40 billion lev ad San 
approached. 

This was done in terms of types of policies which would be required 
in evaluating the need for support activities and structure and with 
questions on “specific programs and weapons systems grouped together 
by function regardless of military service. It was, of course, possible 
to relate the specific programs to the sponsoring services, but the exact 
distribution of the total by service would necessarily depend on spe- 
cific decisions that might ‘be made. We did make a staff level esti- 
mate of service requirements to come within a $40 billion expenditure 
total. It showed working amounts of $18.3 billion for Air Foree, 
$11.4 billion for Navy, and $8.8 billion for Army, and $1.2 billion 
for the Office of the Secretary of Defense and Interservice Activities, 
These working data and the analysis on which they were based were 
given to the Secretary of Defense. 


APPROACH ON ATLAS-TITAN-MINUTEMAN PROGRAMS 


Senator Symrveron. You testifed that you questioned the Atlas- 
Titan-Minuteman programs, “having in mind the relatively short 
period of time for which any one of the first two might actually be 
effective. 

What time periods and how many operational units for each date 
and each system did you employ in your analysis ? 

Did you propose cutting out the Atlas or the Titan ? 

If one had been cut, did you think the other should be expanded? 

What is your judgment of the new request by the Air Force to in- 
crease the ICBM program in the 1960 budget ? 

According to your previous testimony, you suggested one possi- 
bility was to cut back both the Atlas and the Titan and wait for the 
Minuteman. Since we don’t know yet about the Minuteman, and 
since even if it is successful, it will carry much smaller w arheads, you 
could only have made the proposal to cut back both the Atlas and the 
Titan on the grounds that it would save money—not on the grounds 
that it would increase our national sec urity. Is that correct ! 

Mr. Srans. In our consideration and analysis of the Atlas-Titan- 
Minuteman programs we used the same estimates of time period, num- 
bers of operational units, and other factors as used internally in the 
Department of Defense. We did not make independent projections 
of our own; we used the data furnished by the Department of De- 
fense and the military services. 

I testified earlier in considerable detail on the approach we took 
to the Atlas-Titan-Minuteman problem, and on the three alternatives 
which we suggested should be considered. One of these alternatives 
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involved phasing out the Atlas program and placing the emphasis on 
Titan and Minuteman. Another contemplated canceling Titan and 
placing. the emphasis on Atlas and Minuteman. The third involved 
continuing both Atlas and Titan at a reduced level and placing the 
main emphasis on Minuteman. All of these suggestions were with- 
in the framework of seeking a combination of programs which would 
provide an adequate and effective total striking force—including 
manned aircraft, Polaris, and the other missiles in the program as 
well as the three ICBM’s—in the most economical manner possible. 
There has been no formal request to the Bureau of the Budget by 
the Department of Defense to increase the Air Force ICBM program 
for 1960. We have raised no objection to the revised proposals which 
the Secretary of Defense is presenting to the Senate Appropriations 
Committee. 


DID THEY INTERVENE ON QUESTION OF MILITARY JUDGMENT? 


Senator Symrneron. Later on you testified that you don’t question 
the number of squadrons for the Atlas-Titan or Minuteman programs, 
because that is a military decision. 

How could you have considered cutting back Atlas and Titan 
without affecting the number of squadrons? 

Wasn’t that really a military matter you were questioning, just 
as you did in the Nike, the Bomare, the new carrier, the number of 
men in the Army, and so forth ? 

Mr. Stans. We did not directly question or make any specific recom- 
mendations as to the total number of squadrons planned. Ag indi- 
cated in the previous answer, we did make certain suggestions as to 
alternative combinations of Atlas, Titan, and Minuteman that might 
be used to meet the force objectives. If these suggestions had been 
followed, they might have had some effect on the number of squadrons 
of a particular missile that might be available at a particular time, 
depending on the specific details of the decisions. This was certainly 
a military matter that we were questioning. I do not see how the 
Bureau of the Budget could carry out its responsibilities to the Presi- 
dent if it did not raise questions of this kind and require answers. 
We are not responsible for making the decisions, but it is essential 
that such questions be asked. 


“OVERKILL” ESTIMATES AS AFFECTED BY OUR LOSSES 


Senator Symineron. I believe it was the clear sense of your previous 
testimony that you had concluded we have an overkill capability pro- 
gramed into the fiscal year 1960 budget. You said you based your 
overkill position on your study of the number of t: irgets, the stockpile 
of weapons, and our delivery capability. 

How much of our retaliatory capability did you figure would be 
destroyed in a surprise attack, before you arrived at your overkill 
conclusion ? 

Surely you will agree that one could not have any supportable over- 
kill conclusion without having subtracted from existing capability 
everything which might be destroyed in a surprise attack. Is that 
correct ? 
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Mr. Srans. I would agree with you that this is a factor to be con- 
sidered. One has to consider both the total planned delivery capabili- 
ties and weapons stockpile and estimates of the portion that might be 
lost in a surprise attack or be unavailable for other reasons. We pulled 
together a picture of the total delivery capabilities that would be avail. 
able under the proposed budget and force objectives. We did not make 
estimates of how much of this capability might be destroyed in 
surprise attack, but were guided in our thinking by the various esti. 
mates of this feature available to us from the military sources. 

Senator Symineron. Now let’s look at the actual figures in the 
Defense Department’s budget for fiscal year 1960. 

I believe the request for new obligational authority is $40,850 million 
is it not? 

The new obligational authority request was estimated in the Budget 
document to be $288 million less than the new obligational authority 
for fiscal year 1959. Yet, the unobligated carryover is expected to be 
less, and in fact—at about $6 billion—is substantially below the $8 
billion the Congress had previously been told was a safe minimum 
for the Department of Defense. 

Surely, the Berlin situation, the Middle East situation, and the 
Soviet’s ICBM program have not been responsible for this cut in the 
Defense budget. 

What has happened to permit this cut? 

Mr. Srans. The new obligational authority requested in the 1960 
budget is $40,850 million. The new obligational authority for fiscal 
year 1959 in the 1960 budget is $41,138 million, including supplemental 
requests presented to this session of Congress of $294 million, $79 
million of which is to defray the unabsorbed cost of additional expenses 
as a result of Lebanon/Taiwan. 

However, the new program availability for 1960 is $911 million 
larger than 1959, as set forth in the following table: 





Funds available for new Department of Defense-military functions, programs 
contained in the 1960 budget 


[In millions] 


Fiscal year | Fiscal year 
1959 1960 


New obligational authority: 














Enacted__...-. Se ae atta ae niaiiaieanlindiiiiaa il iat $60, O48 3 ..coco<aekuaten 
PG atecctides uses cakunoeemsnauancs eee arc atenrenkeneas 294 $40, 850 

Ne en Reece ame ea CAD Lt tee 41, 138 40, 850 
Add: Additional funds available by transfer from revolving funds- -------- $ 535 340 
Portion of 1959 congressional add-ons of $1,321,000,000 applied to 1960 programs-| —697 +697 
eee 

New funds available for program. .-.....-.......- cSt ein dbtied ikea 40, 976 | 41, 887 





Norte.—Considering the additional funds requested for 1959 to defray the unabsorbed cost of Lebanon/ 
Taiwan as nonrecurring, the increase in new program availability provided for in the 1960 budget is 
$990,000,000. 

Senator Symineron. What difference does it make to the Bureau of 
the Budget whether the Department of Defense request is $40,850 mil- 
lion, or $42 billion, or $44 billion, so long as you control the apportion- 
ment of funds for use, and do a monitoring job to keep the expendi- 
tures at a predetermined level ? 

Mr. Srans. It makes a great deal of difference to the Bureau of 
the Budget what level of funds are available to the Department for 
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obligation. It is our belief that the budget should reflect the financial 
plan for approved programs and that requests should not be sub- 
mitted to the Congress for appropriations in excess of the require- 
ments for such programs. 

It is recognized in a program such as Defense that when a major 
new development is in the offing, such a possibility may require recog- 
nition over and above minimum approved requirements. Generally, 
if the programs and requirements as submitted to the Congress have 
not changed there is no question about the apportionment of funds to 
carry them out. I might point out that an excess of funds in any 
organization has a tendency to generate demands to use them. 


DETERMINATION OF FUNDS REQUIREMENTS 


Senator Symineron. Upon whose military judgment do you rely in 
taking a position as to how much funds should be requested of the 
Congress or how much of the appropriations, once received, should 
be allotted for a particular weapons system ? 

Mr. Srans. The question of the amount of funds required for a 
weapons system is not entirely a matter for military judgment. Ifa 
weapons system program is approved and included in the budget 

rogram the costing of such a program is based on various kinds of 

Fata and judgment. When a new development is funded for pro- 
duction, the initial estimates are generally based on contractor data 
which ultimately prove to be either too high or too low. Planners 
include in their estimates many contingencies which may never oceur. 
New facilities may be requested when usable existing facilities are 
available. Schedules for delivery may be overly optimistic. These, 
and many other factors not related to military considerations enter 
into the evaluation of the cost of a program. 

Senator Symrneron. In the preparation of the 1960 Budget for 
Defense, the requests of the respective heads of the military depart- 
ments, who are members of the JCS, amounted to about $8 billion 
more than the President requested from the Congress. 

What role did the Bureau of the Budget play in overruling the 
expressed requirement of the top military chiefs? 

Mr. Stans. As I previously testified, the $48 billion figure repre- 
sented the initial service requests to the Secretary of Defense. The 
Bureau of the Budget participated with the Office of the Assistant 
Secretary of Defense ( Comptbolier? in reviewing these requests, and 
out of this review the Secretary found it possible to reduce the total 
requirements. This is entirely consistent with his responsibilities as 
Secretary of Defense. My part in it was to see that every require- 
ment of the respective services was scrutinized as to need and costs. 
As the Secretary of Defense has indicated to the Congress, these re- 
quests from the services represented a basic budget program plus 
additional items which they felt should be considered. 

Senator Symrneton. Each of the Chiefs testified under oath that 
he did not pad his budget request, that he had gone over the budget 
for his service very carefully, and that he needed everything he had 
asked for. 

How do you explain that these same experts later signed a paper 
saying the budget request was adequate ? 
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Where did the idea for that paper originate ? 

Mr. Stans. The Secretary of Defense indicated in his testimony 
before the House Subcommittee of the Committee on Appropriations 
that he asked that a statement be made by the Joint Chiefs with re- 
spect to their views on the budget as a whole. Such a statement Was 
provided. I believe you will find that each of the Joint Chiefs gen- 
erally feel the total amount of the budget is, in his opinion, adequate, 
However, each has indicated that he ‘could use a little more of the 
total for the programs of his own service. 


RELATIONSHIP BETWEEN MILITARY NEEDS AND REVENUE 


Senator Symineron. In your judgment, is there any logical rela- 
tionship between what is needed in any one year for defense purposes 
and the ee of money anticipated in tax revenue for that year? 

Mr. Srans. Yes, in this sense. The budget is a plan for funding 
eae. programs out of taxes. We ‘could, of course, have a 
situation where taxes might fall off badly in any year due to business 
conditions, and we would still have to carry a high figure for defense, 
But given normal conditions, I feel that the tax receipts should cover 
outgo. In any case, essential defense requirements clearly take 
priority over other needs, and civilian agency budgets are necessarily 
held down in reflection of that fact. 

Senator Symrneron. The Navy is asking for a new carrier in the 
1960 budget. It is not an atomic carrier, although the Navy preferred 
that it be one. Was the Bureau of the Budget in favor of a new 
carrier? Did the Bureau of the Budget have anything to do with the 
decision that it beeonventional instead of atomic ¢ 


THEY QUESTIONED INCLUSION OF ATOMIC CARRIER 


Mr. Srans. As I have previously testified, the Bureau of the Budget 
raised a question on the carrier which was considered at the highest 
levels and the determination was to include the conventional carrier 
in the President’s budget. 

The Bureau of the Budget was not directly involved in the decision 
that the carrier be conventional rather than atomic. We did question 
the inclusion of an atomic carrier in the program because of its very 
high cost and relation to other high priority requirements in the Navy. 

‘Senstor SyMINGTON. We are “spending an estimated $514 billion 
annually for a defense against enemy bombers. 

What military arguments did the Bureau of the Budget present 
to justify that expenditure / How did it get by the Bureau, or were 
you overruled on it? 

Mr. Stans. This point has been covered rather fully at a number 
of earlier points in my testimony. To summarize briefly, we con- 
sidered the major programs in the 1960 budget estimates on a fune- 
tional basis. One of the functional categories was “Defense of the 
striking force and home base.” Ourc onsideration and questions were 
addressed to the programs and estimates as initially submitted by the 
military services to the Office of the Secretary of Defense, which, as 
has been explained, were considerably higher in this and other areas 
than those included in the 1960 budget as finally approved. We 
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questioned both the general level of emphasis on air defense and a 
number of specific programs such as the Nike-Hercules, Bomare, and 
the F-108. In the final decisions on the 1960 budget last December, 
substantial reductions generally in line with our recommendations 
were made in the service requests for Nike-Hercules and Bomare, as 
indicated by the figures we have previously provided for the record. 
With respect to the F—108, the decision was that it should remain in 
the 1960 budget program; on this item our suggestions were not 
followed. 

Senator Symineton. What are the target figures for defense ap- 
propriat ions and expenditures for fiscal year 1961? 2 

If they haven’t been determined yet, when do you think you will 
have those figures—or at least the initial estimates ? 

Mr. Srans. As I have indicated, I have not discussed target figures 
for fiscal year 1961 with the Secretary of Defense. It is too early 
in the process to arrive at such estimates. Normally, we would hope 
to have our procedures resolved during July. 


1960 AMOUNT NOT DETERMINED IN RELATION TO SPECIFIC LEVELS OF 
REVENUE 


Senator Symineron. If the estimated tax revenues for 1960 had 
been higher, would the Bureau of the Budget have favored putting 
more money in ICBM’s, to cut down on the Soviet’s increasing ad- 
vantage in this field, or would the Bureau of the Budget have pre- 
ferred to let the gap widen and use the money to decrease the na- 
tional debt ? 

Mr. Srans. That is a very hypothetical question. We believe that 
the fiscal year 1960 budget provides for an adequate defense program. 
The amount for defense was determined on a program basis, not in 
relation to specific levels of revenue. 

Senator Symineton. I have long contended that there was much 
waste, duplication, and traditionalism in the Department of Defense. 
I maintain that much more defense could be gotten from each tax 
dollar if our Defense Establishment were modernized. 

Does the Bureau of the Budget have some responsibility for effi- 
cient operation and duplication of functions within the executive 
branch of the Government ? 

Mr. Srans. The Bureau does have responsibility for efficiency in 
the executive branch, and we work pretty hard at it. Whenever 
evidence appears that some action could be accomplished along these 
lines, the Bureau of the Budget does not hesitate to press for action 
by the proper officials. Beyond this, I believe I have covered this 
question in my previous testimony. 

Senator Symineron. Now, I would like to ask you a couple of ques- 
tions along a somewhat different line. Who advises the President 
about the organization that will give the taxpayer maximum return 
for minimum cost? Is that the Bureau of the Budget? 

Mr. Srans. I think there is one ingredient missing. The basic re- 
sponsibility rests on the heads of each agency and eac ch department of 
the Government to operate in the most efficient way possible. Now 
to implement that, Senator 

Senator Symrneron. Yes, I understand that, but there is some leg- 
islative history on this thing. The Bureau of the Budget works in 
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conjunction with the President when he recommends structural and 
organizational changes, doesn’t it ? 

r. Stans. Yes, it does, although it is not the exclusive agent in 
that area. 

Senator Symineron. Have you anybody in your Bureau who works 
on organization all the time? Have you a branch for that purpose 
in your Bureau ? 

r. Stans. Yes, we have an Office of Management and Organiza- 
tion headed by Mr. Finan, who is here. 


REORGANIZATION SPURRED BY PROFIT INCENTIVE 


Senator Symineton. The two companies with which I did the most 
business, when I was in private business, were the two largest com- 
panies and the most successful in their respective lines. These two 
companies were reorganizing themselves all the time. The profit 
motive kept them at it. 

I get the impression that we ought to do more of it in government 


Mr. Stans. Senator, if we had the profit motive in government I 
suppose we could expect it to operate more efficiently. I do think 
that it is just as necessary in government as in business that there be 
continual change apd improvement. That is the responsibility of our 
Office of Management and Organization, and the responsibility of our 
Office of Accounting. Both are directed at the same objective, which 
is efficiency too. 

Senator Symrneton. If the organization at the Pentagon is not 
giving adequate efficiency, and that is pretty obvious based on your 
testimony, why don’t we change it now? Why do we wait awhile? 

Mr. Srans. I would like to answer that, Senator, on a very con- 
sidered basis. 

Senator Symrneton. I am sure you will. Is it because we don’t 
want to see it operate more efficiently or is it because in government 
we take these things more leisurely ? 

Mr. Srans. Well, as Mr. Finan said, the Department of Defense 
is an extremely big organization. Secondly, there are differences of 
opinion on almost any question of organization or management. 

The processes of management improvement are evolutionary. It 
takes a long time sometimes to get things done. I am sure any one 
of us spending any period of time studying the problem, would find 
inadequacies and ways to improve the Department. But, it is also 
important that any one change that is made be integrated with the 
rest of the Department to see that simplifying one thing does not 
result in confusion or increased difficulties somewhere else. I think 
we sometimes expect too much when we expect an organization of 
21% million military people and a million civilians to do everything 
perfectly, particularly when there is turnover at all levels. 

Senator Symineron. I am not taking about perfection. But, your 
testimony shows there are some improvements that you would like 
made in the Department of Defense and there are some improvements 
that I would like made. What I am asking is: Why don’t we make 
needed changes now instead of just saying something should be done 
and then not doing it? 





eoctrn oes 


> ed 





t in 
rks 


) 
of 


It 
ne 
id 


16 





MAJOR DEFENSE MATTERS 347 


Mr. Stans. We are working on them all the time. 

Senator Symincton. I know you are working on them because that 
ig your job. Your staff people as I understand it do that in the 
main. But why don’t we do something about it? 

Mr. Srans. I think we are doing something about it. 

Senator Symineton. Can you identify what has been done in the 
Jast 6 months? 

Mr. Stans. Suppose I put a statement on that in the record? 

(The information is as follows :) 


BUREAU OF THE BUDGET’S WORK ON DEFENSE ORGANIZATION 


The Department of Defense Reorganization Act of 1958 was approved August 
6, 1958, some 10 months ago. The administrative implementation of the act 
requires many major and far-ranging readjustments in the internal organiza- 
tion of the Department of Defense. The initial issuance of directives to give 
effect to necessary changes has been accomplished. The full development of the 
implementation will require considerable time; for example, thorough testing 
through one or more complete budget program preparation and execution cycles. 
The committee is aware, I know, of the numerous areas of readjusted relation- 
ships required by the Reorganization Act—command structure, roles of the 
military departments, the Joint Chiefs of Staff organization, research and engi- 
neering organization, the staff role of the Assistant Secretaries of Defense, etc. 

The Bureau of the Budget’s role throughout this period of transition has been 
primarily to keep abreast of developments and to observe the implementation 
so as to be in a position to advise the President or the Secretary on any aspects 
on which advice is sought or on which the Bureau believes questions should be 
raised. Action responsibility lies primarily with the Secretary of Defense. The 
Bureau’s work has involved reviewing by Bureau staff the major Defense De- 
partment directives and other implementing papers and conducting numerous 
conferences with staff of the Defense Department regarding status of the plans 
and directives of the Department. 


Senator Symrneton. Let’s take the organization of the Defense 
Department. It is clear that there is a very major disagreement be- 
tween the services and that as a result of it it is costing the taxpayer 
alot of money. The defense missile picture alone is evidence of that. 

Why don’t we do something about it? Have you as the organiza- 
tional chief recommended anything to correct this situation ? 

Mr. Stans. There have been a number of discussions about this 
particular matter. I sense, Senator, that your major concern with or- 
ganization in the Department of Defense is with the problem of the 
Joint Chiefs of Staff and the differences of opinion there. 

Senator Symrneron. You say that is your major concern? 

Mr. Stans. No, I sense that that is your major concern, sir. 


EVERYBODY GETS INTO THE ACT 


Senator Symineron. My major concern is the waste of the tax- 
payers’ dollar. When the Secretary of Defense comes up to ask us to 
help him make a decision between the Nike and the Bomarc, and we 
do so one of the services objects and another service says neither of 
the weapons systems is any good. In business this is analogous to the 
ee of the company asking the board of directors for a decision. 

hat would be a little unusual in itself. Then the board makes the 
decision and one of the vice presidents says it is a bad decision; the 
ee of the company then supports his vice president against the 

ard of directors. 
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Then another vice president says neither of the systems is any 
good and everyone else is wrong. The vice president says ull three are 
wrong, the other vice president, the president, and the board of direc. 
tors. Then the president says, “Well, we will compromise this regard- 
less of what the vice presidents or the board of directors think. We 
will go ahead and make both of them but we won’t make as much as 
we planned before.” 

Is that a fair analogy ? 

Mr. Srans. I find it a little bit difficult to follow the relationships 
of all the characters you have described. I think the answer goes 
back to the point that I made earlier, that there are no easy decisions 
in this area. The Secretary of Defense basically has to make them, 
The Joint.Chiefs of Staff advise him from the military standpoint, 

Senator Symineron. Even in the Congress the issue has become con- 
fused. As the House takes a different position from the Senate, and 
cut the Bomare funds but not the Nike funds. 

Isn’t there a better organization you could propose so we wouldn't 
have this situation, which is lowering the people’s respect. for their 
Government ? 

Isn’t there some way to obtain an organization to handle this kind of 
a problem better in the future? 


MAINTENANCE OF GOVERNMENT'S PRESTIGE 


Mr. Stans. I am just as concerned as you are, Senator, about low- 
ering people’s respect for their Government. 

But I think there are two factors to consider. One is the point 
that Mr. Finan raised, the general invitation of the Congress to the 
military people to express their different points of view openly. The 
other is the fact that under the Joint Chiefs system it is going to be 
invariably the case that each of the members of the Joint Chiefs of 
Staff will represent a point of view indoctrinated in him by many 
years of experience from the Service from which he comes. That 
isn’t necessarily bad if the decisions are soundly made, and the deci- 
sion making is the responsibility of the Secretary of Defense and the 
President as the Commander in Chief. 

I would hope that we can find a way to smooth out that operation 
under the reorganization plan. 

I think the President is concerned about adverse publicity just as 
much as you are, Senator. 

Senator Symineron. Do I follow from that that you are satisfied 
with the present setup of the Joint Chiefs, and each service popping 
off when they don’t like it or that you are dissatisfied ? 

Mr. Srans. I am not satisfied with the consequences of the “popping 
off,” as you call it. 

Senator Symineron. Do you have a better name for it? 


ACHIEVEMENT OF UNANIMITY 


Mr. Srans. The expression publicly of conflicting opinions is not 
always good. It would be better if the Joint Chiefs of Staff could act 
as a corporate body and reach their conclusions with greater un- 
animity for recommendations to the Secretary of Defense. 
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Senator Symineron. What you are saying is that if you have a 
committee system it would be better if the committee system always 
d instead of sometimes disagreeing. I agree with that. But 
inasmuch as it has not worked for 15 years along those lines, and 
we have these bitter fights in front of the people, wouldn’t it be bet- 
ter to have some single authority in the Joint Chiefs and present that 
osition to the Secretary and the President? I am just asking for 
your opinion. 
“ Mr. Stans. I am not prepared to say that it would. I would prefer 
to find a smoother working relationship within the present frame- 
work. 

Senator Symineron. We talk a lot about what the problem is but 
it is not the responsibility of the legislative to improve the adminis- 
tration of the executive branch. Everybody knows what is going 
on. There is no secret about the waste and duplication and the dis- 
agreements. Yet you come up here as the Director of the Bureau 
of the Budget and you have no suggestions for improvement. 

You just say “We are studying it,” or “We have a board or a com- 
mission. We would like to do something about it.” 

Under those circumstances these hearings don’t develop construc- 
tice ideas for improvement. 


PLEA FOR TIME TO LET ACT HAVE A TRIAL 


Mr. Stans. Senator, we have come up and we have attempted to 
answer the committee’s questions as fully and as frankly as we could. 
We have made the point several times that the reorganization plan of 
jast year is still new. It is being evolved. It is being implemented, 
and we ought to allow a little more time to see how effective it can be. 

Senator Symineton. How much more time? 

Mr. Srans. Certainly more than we have had so far. I don’t 
know how long it will take to accomplish all of it 

Senator Symrneton. Would you give us an estimate of the time 
needed ? 

Mr. Stans. I would feel that we should look at it about once every 
few months and see what progress has been made. 

Senator Symrneron. When do you want to look at it again? When 
would you like to look at it again from the taxpayer’s dollar? 

Mr. Stans. We are looking at it continuously. 

Senator Symineron. When would you like to talk to us about it 
again ¢ 

Mr. Srans. As to that, any time that the Senator would like to. 

Senator Symineron. When would you think would be the best time ? 

Mr. Srans. I think the best time would be either some time in the 
fall or next spring. 

Senater Symineron. In other words, 6 months or a year roughly, 
right ? 

Mr. Srans. That is quite all right. 

Senator Symineron. There has been a lot of talk about a muni- 
tions lobby, and I have asked all three military departments in the 
appropriation hearing about this and I would like to ask you. Do 
you in your Department know of any undue or improper influence 
that has been exercised by anybody producing or trying to sell ma- 
terials for the Department of Defense ? 
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Mr. Srans. I would say, Senator, that I know of none, but 7 | 


don’t believe we are in a good position to know whether it exists. 
There is no influence ever applied, to the best of my knowledge, to 
the Bureau of the Budget on military matters. We have prac. 
tically no contact with munitions or weapons manufacturers. If jt 
does exist in the Department of Defense we would not be likely to 
know about it. 

Senator Symineton. Does Mr. Schaub know about it? 

Mr. Scuavs. No; I don’t think that it comes up in those te 
Senator. A close relationship is normal between the contractor and 
his customer, and the detailed working out of these programs brings a 
great deal of contact and relationship, which can be abused or mis- 
understood. Wedon’t know, sir. 

Senator Symrneron. You have no knowledge of any of that? 

Mr. Scuavus. We have no knowledge of that. 

Senator Symineton. Have you, Mr. Finan? 

Mr. Frnan. No; we are in even less direct contact with the Depart- 
ment on a day-to-day basis than Mr. Schaub and his staff are. 

Senator Symineton. Have you considered any instructions of any 
kind from an organization standpoint to eliminate or correct any 
possible munitions lobby ? 


MEMORANDA ON SUBJECT OF UNETHICAL CONDUCT 


Mr. Finan. Senator, I wouldn’t want to say that we have issued 
anything that was directly pointed at a munitions lobby. But within 
the last few years the Bureau has issued two papers, I wouldn’t want 
to call them directives or regulations, that at least are remotely 
related to this. In the summer of 1954 the Bureau got out a memo- 
randum which had something of the force of an instruction calling for 
the agencies to set up their own internal organization and procedures 
to prevent and detect improper and unethical conduct on the part of 
their personnel; that wasn’t aimed specifically at a munitions lobby. 
It was aimed at the entire executive branch of the Government. 

More recently, last January, we issued a Bureau circular that had 
to do with setting down certain guidelines for what are called man- 
agement and operating contracts that again, at least indirectly, may 
have had some bearing on this matter, although in neither situation 
was the term “munitions lobby” in anybody’s mind or before anybody 
as a specific problem. 

Senator Symrneron. You don’t know anything that would justify 
anybody saying there is a munitions lobby to the best of your knowl- 
edge, is that correct ? 

Mr. Srans. We don’t know anything about it, but as I say, Senator, 
we might not be in a position to know. 

Senator Symrneton. Actually in the free enterprise system if a 
man has a product that he thinks is good and should be bought by his 
Government he has the right to talk to people about it, hasn’t he, 
attempting to sell them that it is a good product ? 

Mr. Srans. I would certainly think he has. 

Senator Symineron. And if anybody succumbs to unethical pres- 
sure, why then that is the fault of the executive management of the 
buyer, unless the man takes a bribe, in which case both are equally 
wrong, is that right ? 
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Mr. Srans. Well, I would say that if any one individual displays a 
weakness, that is the fault of the individual, and not necessarily that 
of the organization to which he belongs. 

Senator Symineron. If a fellow is influenced by somebody’s undue 

ressure, then he is a poor manager and does the wrong thing under 
his oath of office. If he accepts something from someone else in order 
to place business, both people are equally guilty of impropriety. 
Isn’t that right ¢ 

Mr. Srans. I would think so, certainly. 

Senator Symineron. Mr. Counsel ? 


NO WRITTEN GUIDELINES FOR FISCAL YEAR 1960 


Mr. Vance. I have two or three questions, Mr. Chairman. Mr. 
Stans, for the fiscal year 1958 and prior years, the Secretary of De- 
fense issued detailed guidelines for the preparation of individual 
service budgets. In fiscal year 1960 no written guidelines were issued 
but each service received expenditure targets orally. 

Can you tell us why it was done that way for fiscal year 1960? 

Mr. Stans. I know of no reason for any change except the fact that 
there was a different Secretary of Defense and he may have had a 
different way of going about the problem. 

Mr. Vance. Do you know whether or not there will be written 
guidelines for the fiscal year 1961 budget ? 

Mr. Stans. I do not know, and I have had no discussions on that 
point so far. 

Mr. Vance. Mr. Stans, Senator Stennis earlier today referred to a 
report of the House Committee on Appropriations, in which it was 
stated that the Army had advised the committee that funds available 
for the procurement program were approximately $217 million short 
of the amount necessary to finance the requirements of the program 
presented to the Congress in support of budget estimates for 1960. 

Now, at our prior hearing we discussed a $210 million reduction 
that was made in the Army procurement program for 1959 in order 
to reduce expenditures. Can you tell us whether there is any rela- 
tionship between the $210 million reduction in 1959 and the $217 
million shortage for 1960 ? 

Mr. Scuavs. I don’t know of any direct relationship between them. 
As I understand the $210 million question, the Army buying program 
for 1960 contemplated using 1959 funds to balance out their 1960 
buying program to the extent of $210 million. The reputed shortage 
is related to something entirely different than that, if my understand- 
ing is correct. 

r. Vance. Is your testimony, Mr. Schaub, that to the best of your 
knowledge, there is no relationship between these two amounts? 

Mr. Scuavs. To the best of my knowledge, yes. 

Mr. Vance. Wasn’t the Army’s 1959 buying program actually re- 
duced by $210 million? 

_Mr. Scnavs. I think it would follow that if you moved $210 mil- 
lion of obligational authority out of one year into another, the pro- 
gram in the first year would be reduced accordingly. 

Mr. Vance. I think that is what General Taylor has testified. 

Mr. Scuavs. Yes. 
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FAVORS COMBINATION OF MILITARY PROGRAMS IN ONE BUDGET 


Mr. Vance. One final question, Mr. Stans. The economic and mili- 
tary assistance programs are now included in a separate budget, 

Would you favor the inclusion of the funds to finance the military 
assistance program in the Department of Defense budget ? 

Mr. Stans. Yes. 

Mr. Vance. Could you tell us why ? 

Mr. Srans. Well, we have been studying that for some time, The 
Draper Committee, appointed by the President to study the military 
assistance program, also has been studying that recently and I believe 
that the Committee has reached the conclusion that if the military 
assistance program is part of the military defense of the country, the 
question of priorities of that program versus other things we are 
doing in the military area can best be resolved if the two are presented 
to the Congress as part of the same budget for concurrent review. 

And on that basis we too have come to the conclusion that it would 
be better if the military assistance budget were presented as part of 
the Defense budget. 

Mr. Vance. Do you intend to recommend this for 1960 or 1961? 

Mr. Srans. We intend to recommend it for fiscal year 1961, 

Mr. Vance. Mr. Stans, is there any statement you want to make to 
cover anything which we have not touched on in our questions? 

Mr. Srans. I would say, Mr. Counsel, that I have nothing to add or 
suggest at this time, but I wonder whether it would be permissible, 
after an opportunity to read the transcript, if something suggests 
itself that I might add it at this point in the record ¢ 

Senator Symrneton. Without objection. 

Mr. Vance. Thank you very much, Mr. Director. 

Senator Symrneton. Mr. Stans, I want to thank you very much, 
You and your assistants have been tolerant and understanding wit- 
nesses. 

(Whereupon, at 4:05 p.m., the hearing was adjourned.) 
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APPENDIX 


Reproduction in full of contents of newspaper articles and clippings 
referred to in testimony on page 327. 


[From the New York Times, May 12, 1958] 


Pentagon Is Sprir oN War Srratecy—DiIsPutTe RIsEs ON WHETHER UNITED 
Srates Must Girp rok GENERAL OR LIMITED CONFLICT 


WASHINGTON, May 11—A major doctrinal dispute over the kind of war the 
United States may face continues to trouble officials at the Pentagon. 

Many officials regard this difference of view in analyzing the war threat as 
more serious than the fight over Pentagon reorganization. 

The issue is whether the United States must assume that any conflict with 
the Soviet Union would result in a general nuclear war or a limited war. 

The inability of high military men to agree on the doctrinal question has been 
indicated for some time. Brig. Gen. Sidney F. Giffin, vice commandant of the 
Air War College, stated it openly in an article for the latest issue of Air Univer- 
sity Quarterly Review, the professional journal of the Air Force. 


CITES LACK OF PREPARATION 


He said it was “uncontroversial” that ‘“‘there is no full agreement on how to 
prepare for war against the Soviet Union, or on how to prepare for lesser war.” 

“There is not even agreement as to whether unrestricted war can remain a 
choice for U.S. action,” he added. 

“The argument which, more than anything else, has disturbed the cohesiveness 
of our military thought runs as follows: A nuclear stalement is coming to exist 
because, as nuclear weapons in a struggle for survival will ravage both sides, 
the awfulness of the mutual threat will postpone or eliminate a final test of 
strength; meanwhile the real danger may lie in piecemeal defeat through in- 
filtration and through local wars launched by an aggressive enemy.” 

The Army has been agitated over what it regards as negligence in prepared- 
ness for lmited war. It devoted the entire issue of its Information Digest today 
to this subject. The special issue was entitled “Peace or Piecemeal.” 

The Digest described as “Soviet blackmail” the “proganda that any local or 
limited war will inevitably expand into all-out fighting.” It contended that the 
Rusians had been strengthening their capabilities for limted war. It reported 
last summer that the Soviet Union was the only major force with a new postwar 
arsenal of weapons. 

The danger in the theory of the inevitability of general war “is that (the Rus- 
sians) may conclude they can get away with limited adventures on the theory 
that the West fears to intervene lest it bring and atomic holocaust,” the Digest 
said. 

“The deterrent to the all-out war is not enough, for it cannot assuredly deter 
limited war, and it is not designed for the conduct of limited operations.” it 
went on. 

Discussing the need to meet the contingencies of limited war, the Digest 
underscored the Army’s lack of means for rapid, long-distance movements of 
units with equipment and supplies. 

Army officials have often questioned whether the Air Force has sufficient 
transport facilities for the Army’s needs. They feel the Air Force is insuffi- 
ciently interested in the transport problem and prefers to spend money on fight- 
ing planes. 
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A contrast with the Army’s view was illustrated in an article by Gen. Thomas 
S. Power, chief of the Strategic Air Command, in the Air University quarterly, 

“The concept of the nuclear stalemate seems to have a derogatory connotation 
which is not justified,” he said. “As long as the Soviets threaten aggression, 
we must make every effort to prevent it. The nuclear stalemate is preferable to 
open warfare even if we should eventually win the war, for we could win only 
at tremendous cost to ourselves.” 


[From the New York Times, June 2, 1958] 


SrTRaTeGIc VIEWS OF ARMY GAINING—SERVICE PRESSING FOR POLICY oF Berne 
Ready To Fieut LocaL NONATOMIC WAR 


(By Jack Raymond) 


WASHINGTON, June 1.—High-ranking Army officials believe they are gaining 
ground in their advocacy of a policy of being prepared for limited war. 

They feel that influential circles within the administration are now conceding 
that if the United States should be involved in hostilities these are more likely 
to be a limited action than a general war. 

The Army has been pressing hard for acceptance of this view ever since the 
policy of “massive retaliation” was adopted by the Eisenhower administration, 

That policy called for a powerful and probably nuclear retaliation in an ag- 
gression against the United States or its allies. Its purpose was to make the 
threat to forestall a conflict. 

Army officials have not disputed this policy. But their leaders, such as Gen, 
Maxwell D. Taylor, Chief of Staff, have contended that it has stressed strategic 
aerial bombardment and led to neglect of the buildup of powerful mobile ground 
forces. 

LOCAL CONFLICTS CITED 


Yet ever since World War II, they point out, the world has been faced with 
an endless series of conflicts in which the big nuclear weapons could not be used. 

Now, the Army feels it is winning its argument. As evidence, officials cite two 
major studies on limited war that are due to be finished shortly. 

One is a study for the National Security Council, proposed in the still secret 
report prepared for President Eisenhower last year by a committee headed by 
H. Rowan Gaither, Jr., and William C. Foster. Each of the major Government 
departments is contributing to the study. 

The other study is being made by the Joint Chiefs of Staff in connection with 
the strategic military planning for 1961. 

In this study, specific areas of the world have been analyzed with respect to 
what forces would be necessary to deal with “brushfire” war situations in these 
localities, barring the use of nuclear weapons. 


THIRD STUDY UNDERWAY 


In still another study, the Joint Chiefs are considering the Army’s com- 
plaints that there are insufficient troop carrier aircraft available for sending 
ground forces great distances. 

In earlier official discussions the Army generally has lost its argument for in- 
creased airlift. Persistent Army complaints and the concern expressed during 
recent Senate hearings on defense have prompted another review of this issue. 

A proposal that the Army is studying keenly would call for the construction 
of large seaplanes for troop movements. Army officials, in advancing this idea 
have pointed out that such planes could land in many areas where land-based 
aircraft would find no airfields available. 

The Army, in its top level discussions, has pointed out one Asian country as 
a case in point. This country has only two airfields that can handle big planes 
but it has about 700 lakes. 

Neil H. McElroy, Secretary of Defense, said at a news conference last week 
that the Defense Department would make a greater effort to stress the coun- 
try’s capacity to cope with limited wars. 

However, he left no doubt that he considers many of the Army’s arguments 
to be overdrawn. 
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{From the New York Times, May 5, 1959] 


PENTAGON PROBLEMS—II—THE ROLE OF SERVICES, STRATEGY, AND Costs AMONG 
MAIN ITEMS IN CONTINUING DEBATE 


(By Hanson W. Baldwin) 


The great defense debate that will continue in committee rooms and on House 
and Senate floors this week involves not only partisan politics but also major 
Pentagon problems. 

Two of these problems were discussed in yesterday’s article of this two-part 
series. They were, the kind of strategic concept the Nation should adopt in 
the missile age, and the desire of the Air Force to put the Navy’s missile-firing 
submarine under the Strategic Air Command. 

Other major problems are: 


ORGANIZATION OF THE PENTAGON 


The recent reorganization of the Pentagon has not ended the debate. There 
have been several recent suggestions that all the services be merged into one, 
in one uniform. It has also been proposed that the Secretaries of the individual 
services be down-graded to Assistant Secretaries of Defense. 

The recent reorganization of the Joint Staff into a far broader and more 
powerful organization immediately produced some overlapping and conflicts 
with the individual services and, more important, with the various Assistant 
Secretaries of Defense. The growth of the office of the Secretary of Defense 
and his delegation of power to his many assistants, has produced a large top 
echelon superimposed upon lower existing commands. 

The numerous assistants to the Secretary often act as more than staff assist- 
ants. They intervene not only in service policy but also in administration 
and operations. Sooner or later, the organizational problem in the Pentagon 
will come to a new crisis. One of the major issues then will be the struggle 
between the civilian assistants and civil service personnel and the men in 
uniform. 

DEFENSE VERSUS OFFENSE 


The constantly increasing speed and power of offensive weapons has led to 
an increasingly expensive spiral of defensive costs. The United States has 
spent about $20 to $25 billion for active air defense against piloted planes. 
The money has gone for radar warning lines, control and communications 
systems, interceptor aircraft, missiles, and picket ships. 

So far, the Russians have only about 150 long-range bombers. ‘Thus the U.S. 
spending averages $160 million for defense against each Soviet bomber. 

With the dawn of the age of the intercontinental ballistic missile, some ob- 
servers are questioning whether it is worth while to continue to expend more 
and more for defense, since the costs may become astronomical in the era of the 
missile. 

These observers wonder whether the offense will not suffer in the process. 
They remark, also, that the only real defense today is a good offense. Accord- 
ingly they would like to see some moneys switched from defensive weapons to 
offensive ones. 

The Air Force thinks, for instance, that the Army’s Nike-Ajax and Nike-Her- 
cules missiles are purely point defense systems and that an enemy plane could 
have dropped its bomb or launched its missile by the time it came within range 
of these weapons. The Air Force argues for its long-range Bomarc, which it 
describes as an area defense weapon. 

Both the Air Force and the Navy are somewhat dubious about the possible 
utility of the Army’s Nike-Zeus ballistic antimissile missile. 

On the other hand, the Army thinks it has the best antiaircraft missiles in 
the world and that it should have many more millions to procure long-lead time 
items for the Nike-Zeus. 

Complicating this problem is the argument about which service shall operate 
the Nike-Zeus, if and when it is successfully developed. The Air Force would 
_ operate all antiaircraft missiles, except those aboard ships. So would the 

¥. 
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LIMITED WAR FORCES 


The Army, in particular, backed to some extent by the Marines and the Nav 
thinks that manpower should be increased and more funds and facilities be 
devoted to developing a capability for waging limited wars, with or without 
nuclear weapons. The Army would like to see the Nation’s troop carrier airlift 
strengthened. The other services feel it is adequate. 


ANTISUBMARINE WARFARE 


The Navy is criticized by the Air Force and the Army for what they conten 
is too low a priority in money, men, ships, planes, techniques and research anq 
development in antisubmarine warfare. 

The Navy has asked for more funds. The other services contend the Nayy 
could supply these funds if it reduced its expenditures on carriers and strategic 
weapons systems. 

The Navy, it is held should maintain a constant antisubmarine barrier jp 
Denmark Strait, between Greenland and Iceland, and in the Norwegian Sea, go 
that any Soviet submarines moving into the Atlantic could be detected. The 
Navy contends it is impossible to provide such a barrier under its present budget, 

In addition to these major problems, theer are many subordinate and related 
ones. 

The Army and Navy believe, for instance, that the Air Force gets much too 
large a proportion of the defense budget. The Air Force, of course, rejects this, 

With some Army support, the Air Force, thinks it unwise to spend $300 million 
on a new aircraft carrier. It speaks of “battleship admirals,” dominated by 
the past. 

The Navy, with some Army support, thinks that two of the Air Force’s favorite 
projects—the B-70 chemical-powered bomber, and the F—108 longrange manned 
interceptor—are of very dubious utility and should be canceled in the age of 
the missile. 

Both are very expensive projects. One critic says the B—70 will be “worth its 
weight in diamonds.” The Navy speaks of “bomber generals,” dominated by the 
past. 

These are some of the key problems—all closely related to the security of the 
Nation, which provide the background for the continuing defense debate. None 
of them, despite congressional oratory, will be solved quickly. Some of them 
will make headlines for years to come. 


[From the Washington Post and Times Herald, May 25, 1958] 
PENTAGON ApprpeARS To Suirrt Empnuasis To PLANNING FOR BRUSHFIRE WARS 
(By John G. Norris) 


Is there a defense policy shift in the making that would put greater emphasis 
on preparation for limited wars? 

Several pronouncements from the Pentagon last week might be interpreted 
that way. They were: 

An Army announcement of the creation of the Strategic Army Corps, a four- 
division combat-ready force equipped and trained to put out brushfire wars any- 
where in the world. A spokesman for STRAC Headquarters at Fort Bragg, 
N.C., called it the Nation’s small war counterpart of the Air Force’s nuclear war 
SAC. 

Published testimony of Defense Secretary Neil H. McElroy before Congress 
that the Joint Chiefs of Staff were restudying the adequacy of the airlift to 
earry such a fire brigade to a trouble spot overseas. 

Disclosure that the Joint Chiefs also were reviewing the adequacy of current 
preparations to meet small wars. 


CLOSER LOOK AT SITUATION 


A closer look at these developments reveals that Army chiefs firmly believe 
there will be a thermonuclear stalemate and that, therefore, nibbling small wars 
present the most likely danger. 

Accordingly, they tried to make a big thing out of the announcement of 
STRAC. The commander of the new force, Maj. Gen. Robert F. Sink, ailled 
newsmen to Fort Bragg, who wrote reams about the potent new force. 
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There was a simultaneous announcement at the Pentagon, where Army public 
jnformation officers, however, were unable to answer immediately numerous 
gestions of military reporters about the place of STRAC in the scheme of things. 
Subsequent interviews with ranking Army officials, however, made it plain 


t: 
MGTRAC is in no sense a small war counterpart of SAC. It is not even a com- 
mand, but rather a name adopted for some miscellaneous forces earmarked, 
trained, and equipped for quick shipment overseas to cope with a brushfire 
tion. 
eral Sink, who also commands the 18th Airborne Corps at Fort Bragg, 
nas only the 101st Airborne Division, the 82d Airborne Division, and some corps 
support troops under his direct command. He does not even direct the training 
of the other two major STRAC combat units—the Ist and 4th Infantry Divi- 
sions—but may inspect them as to their readiness and make recommendations 


for changes. 
LACKS OWN STAFF 


STRAO has no staff of its own, issues no orders, has no insignia, and not even 
letterheads. General Sink and his 18th Airborne Corps Headquarters do the 
planning for STRAC, but in an emergency would go into action as the 18th AB 
Corps, with the now separate infantry divisions, as well as the component air- 
porne divisions under them. 

STRAC was not just created, but has been in existence for 18 months or more. 
Army officials say the existence of the Strategic Army Corps and the units 
forming it have been classified until now, because disclosure would “tell the 
enemy something,” but that it was decided that too many people knew about it 
and it couldn’t be kept a secret any longer. 

But it would be a mistake to conclude, as some have, that STRAC was simply 
a fancy, glamor name given an existing force to help sell the Army’s ideas on 
limited war. 

Establishment of the force puts the Army in the position of having done as 
much as it can by itself to give the Nation a ready, mobile force for small wars. 

The assignment of the units involved to the primary mission of getting ready 
for such a job should make them better prepared to move in an emergency. It 
gives them higher priority for men and new equipment over other troops in the 
United States. 

They will train for their role. And by advance planning and coordination, 
only a flash order is needed to put the two infantry divisions under General 
Sink’s command. 

It is true that not all of the force will be alert troops, nor even ready to move 
within days. The 1st Infantry Division still must carry on the additional mis- 
sion of training recruits for combat forces overseas. The 4th Infantry Division 
must train its own recruits and the 82d Airborne Division must provide the 
backup for the paratroop element of the new composite 24th Division in Ger- 
many. Only the 101st airborne is ready. 

And the whole force is dependent on being hauled where they have to go by 
someone else. STRAC chiefs say they are hitchhikers, in contrast to SAC or the 
Navy amphibious teams of ships and marines. Army leaders also continue to 
stress that the amount of airlift in existence to rush their fire brigade to the 
trouble spots is totally inadequate. 

They have testified that there is barely enough airlift to move a division to 
Rarope, where supplies are available, or no more than a regiment to Southeast 
Asia where there are none. 

PROBLEM OF AIRLIFT 


This raises the question of whether the current Joint Chiefs’ study of the 
airlift problem presages any increase in the forces now available. McElroy was 
questioned about the matter before the House Appropriations Committee on 
April 29 behind closed doors and his views were released last week. Gen. Nathan 
F. Twining, Joint Chiefs of Staff chairman, also mentioned the airlift restudy 
in open testimony before the Senate Preparedness Subcommittee earlier in April. 

Both officials, however, made it evident that the review did not stem from any 
feeling that the present airlift is inadequate, for they stressed the dominant 
Pentagon view that more transports would not help because of the lack of air- 
fields capable of handling them in prosecptive trouble spots over the globe. 

More than new fields are involved, it was stressed, for there would also have to 
be provisions for fuel storage, tankers to carry it overseas, electronic landing 
aids, and radars and troops to protect them. 
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Actually, the Joint Chiefs of Staff airlift review resulted from con 
questions earlier this session, which brought a McHlroy promise that the matter 
would be restudied. 

Pentagon officials likewise say that the separate study of the Joint Chiefy into 
the adequacy of preparations for limited war stemmed as much from a q 
by Assistant Defense Secretary for Supply and Logistics Perkins McGuire ag 
Army’s incessant pressure in the matter. McGuire wanted to be sure that the 
weapon stockpiles for allout war covered as much of each item as would be 
needed for a limited war. 

While the study is not yet complete, Pentagon offifficials say it has not found 
a field—such as small arms or artillery shells—in which there is such q de. 
ficiency. Advocates of greater preparation for small wars, however, say they are 
worried about shortage of combat units rather than supplies. 

Under questioning by House members, McElroy made it plain that he holds 
the same views as President Eisenhower, his predecessor, Charles E. Wilson, ang 
the majority view of the Joint Chiefs in the past on the subject of small wars 
That was best expressed by the President in saying that if we prepared for the 
big wars, the little ones would take care of themselves. 

McElroy said the Nation now has a “first-rate limited-war fighting force” jp 
the Marines, and that the leathernecks, with the Army’s existing ready forces, 
should be able to take care of any small engagement that would arise. Prepar. 
ing for anything bigger, he said, would be “getting into a situation which would 
call for the use of the nuclear deterrent.” 

Does all this mean that nothing will come of the Joint Chiefs’ studies? The 
answer seems to be that no major change is in the offing, but that there ig ip. 
creasing interest in the small war problem, not only in the Army, but the Navy, 
the Tactical Air Force, and the State Department. 

Some Army leaders express cautious optimism they may make some small 
gains in airlift and funds for new air transportable equipment. 


[From the Washington Post and Times Herald, June 15, 1958] 
MopERN AIRLIFT URGED BY ARMY 
(By John G. Norris) 


Pressing Pentagon chiefs for more airlift, the Army has proposed construction 
of 100 giant, $8 million C—133 jetprop transports for its own use. 

Reliable sources say Lt. Gen. Arthur G. Trudeau, new Army research and 
development chief, is urging such a fleet to enable the Strategic Army Corps 
({STRAC) to cope with brush fire wars before they mushroom into major 
conflict. 

This is the first time the Army has defined its strategic airlift so precisely. 
Trudeau’s predecessor, Lt. Gen. James A. Gavin, fought for additional airlift, 
but he left it to the Air Force, which develops and operates the transport planes, 
to say what and how many are needed. 

The Joint Chiefs of Staff now are restudying the adequacy of American 
airlift. Recent public statements by President Eisenhower, Defense Secretary 
Neil H. McElroy, and Air Force Gen. Nathan F. Twining, JCS Chairman, how- 
ever, make it plain the Army is a long way from selling its case to the admin- 
istration. 

COST OBSTACLE 


The big trouble is money. The $800 million capital investment is only part 
of the expense. The annual operating costs for crews, maintenance, fuel, etc. 
would be sizable. And short-range tactical airlift also needs improvement. 

However, Douglas Aircraft experts, presenting the need for improved Army 
airlift last week on Capitol Hill and at the Pentagon, reportedly made some 
converts. 

Gen. Ira C. Eaker, USAF (retired), and Douglas vice president, presented 
data to show that, if the Military Air Transport Service’s aging fleet of 614 
propeller-driven planes could be replaced with 150 modern jet craft, the new 
transports would pay for themselves within 5 to 7 years. 

A force of about 30 turboprop passenger planes—DC-8’s and Boeing 7 
turbojets—and 120 turboprop C-133’s could do the same job now being handled 
by four times as many slower, smaller, older, and less efficient planes now in use 
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jn MATS, Eaker says. The savings would come in fewer crews, less fuel, and 
jower maintenance cost. 

Sea transport is too slow to get troops halfway across the world in time to 
put out a fire before it gets out of hand. 

Only 350 of the 2,165 American commercial airplanes qualify for the Civil 
Reserve Air Fleet. Much of the CRAF could not be instantly ready, is medium 
range, and consists of plush passenger planes. The chief need is long-range 


cargo craft. 
RUSSIA MORE MODERN 


The United States may lead the world in total air transport, but as in many 
other fields, Russia is ahead in modern planes and new developments. The 
U.8.8.R. is known to have two turbojet passenger planes in service—the TU-110 
and TU-104A—three turboprop cargo planes—the AN-4, IL-18, and Ukrania— 
and one long-range passenger-cargo type—the TU-114. 

Only the C-113 and the medium-range Lockheed C—130 turboprop cargo planes 
are in service in the United States, not counting the KC-135 jet tanker, which 
is limited to refueling B—52 bombers. 

Construction of a big, modern cargo air fleet—either by the military or for 
commercial use with Government assistance would be costly. But just as the 
growth and prosperity of the United States was based first on the railroad and 
the automobile, so American—or Russian—modern air transport could open a 
new era in undeveloped areas of the world. 


ADMINISTRATION OPPOSED 


Seven C-133’s are in Service, and 38 more are on order, so the additional cost 
of modernizing MATS would be less than a billion dollars. The big obstacle 
to such a MATS modernization plan is the initial expense within a limited 
budget, but additional funds may be provided next year to carry on C-133 
production. 

On the other hand, the administration still is opposed to adding another 100 
(-133’s for the Army. Citing these reasons, officials insist the present airlift 
capacity is adequate: 

In many areas where a small war might start—southeast Asia, the Middle 
East, etc.—there is a lack of airports capable of handling big transports. The 
United States would have to build additional costly airbases around the world, 
complete with fuel storage, radar and maintenance crews. 

The Marine Corps with limited Army paratroop support as a spearhead, 
gives the Nation an adequate “fire brigade” force. Moving sizable Marine 
(or Army) infantry forces by ship costs only one twenty-fifth as much as by air, 
and often is quicker, according to Twining. Tanks and other heavy equipment 
and bulk supplies are not air transportable and must move by sea. 

A Navy-Marine task force is self sufficient, with its own fighter cover and 
gun and missile support. Marine spearheads already are deployed—nearly a 
division in Okinawa and a battalion or two in the Mediterranean. 

The United States now has the largest air transport fleet in the world, counting 
2,165 commercial airliners. It is not practicable to have scores of big military 
transports sitting around, waiting for a brush-fire war. 

They would compete against commercial air transport, already complaining 
bitterly about “unfair” MATS competition. 

Airlift advocates reply: 

There are more airports than generally is realized, Douglas lists these totals 
capable of handling its C-133; Mideast, 37; Asia, 33; Pacific, 32; Australia, 10; 
Africa, 48; Europe, 248; South America, 100; Central America, 79; North 
America, 109; North Atlantic, 4. 


Xx 





